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New ‘York Escrows 


tt you have’ any’ documents pertaining to: New York- real 

. estate’to-be placed in escrow, pending completion: of atly 
Sr agreement in: New York City; we are equipped to act as 
escrow agent with efficiency and at moderate cost, 


For’ over: ‘fifty’ ‘years, -we have been | closing real’, estate 

> eontracts for our clients and have acquired’ the necessary 
| experience to solve the various. difficulties that ofttimies arise 
ae ts connection with. real estate. 
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Banking Act of 1935 


“The present writer believes that 
existing methods of government fi- 
nance are such as may at any time 
bring into jeopardy our entire struc- 
ture of banking credit. If this be true, 
or even approximately true, questions 
relating to the financial status of the 
(Deposit) Insurance Corporation be- 
come real and urgent. In any event, 
we may be well assured that the prac- 
tice of commercial banking has been 
rendered very much more expensive 
than ever before. 

“* * Tt is not strange that a num- 
ber of large banks throughout the 
country are now definitely consider- 
ing the question of retiring from 
commercial banking entirely. * * * 

“However, should conditions de- 
velop along the lines indicated * * * , 
we must expect to see an increasing 
indifference on the part of the banker 
with regard to the influence of in- 
surance. Withdrawal, therefore, from 
the Reserve system and from the in- 
surance program is likely to take 
place in increasing numbers, between 
now and the time when the require- 
ment of membership in order to get 
insurance becomes fully effective. By 
that time we may indeed, have a new 
banking law, the result of recogni- 
tion of the defects of our present 
me: * ° *, 

“Withdrawal of trust company 
membership in the Federal Reserve 
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system is to be expected, as the de- 
mand deposit business declines in im- 
portance and in profitableness and as 
the trust company comes to rely upon 
the confidence of its clientele instead 
of upon the support accorded by some 
fund in the hands of the Treasury 
Department.” 


Dr. H. Parker Willis,former Secretary of 
the Federal Reserve Board. Page 215. 


Irrevocable Trusts 


“Quite possibly there are many 
trusts which contain certain rever- 
sionary rights or which are contam- 
inated by power to revoke upon the 
consent of beneficiaries not having 
substantial adverse interests. These 
trusts could well be reviewed with 
the thought of eliminating such re- 
versionary rights or making either 
revocation or alteration dependent 
upon the consent of beneficiaries hav- 
ing actual interests. * * * These 
rights or privileges would probably 
be either so contingent as to result 
in no ascertainable value, or, even 
after deduction of the previous life 
estates, the taxable amount would be 
trivial compared to the value of the 
trust estate. 

“There are now pending cases in 
the Supreme Court of the United 
States wherein (such) limited powers 
are under review, three Circuit Courts 
of Appeals having also construed the 





214 


statute as not applicable where the 
beneficiaries had actual interests. If 
it transpires that those cases are 
decided adversely to the estates in- 
volved, the day is ended for the crea- 
tion of trusts wherein there is 
reserved any power of revocation or 
alteration, even though dependent 


upon the consent of the real bene- 
ficiaries. * * * It is submitted, how- 
ever, that the majority of attorneys 
will express confidence that the Su- 
preme Court will affirm the Circuit 
Courts on all material points. 


Ray T. Sawyer, counsel, The Cleveland 
Trust Company. Page 231. 


Revenue Act of 1935 


“One commentator, prominent as 
a defender of the administration, 
speaks of the law as ‘a somewhat 
drastic revision of our taxing policy’. 
Others have construed the Act as a 
definite departure from the regula- 
tion of large business enterprises to 
a penalization of big business, an an- 
nouncement of the conviction that 
‘Bigness is Badness’. 

“Any one working with all the 
aspects of the new Act will require 
a knowledge of at least the 1926 and 
all subsequent revenue acts. This is 
because the 1935 Act is chiefly an 
amending law. 

“Interestingly enough, the tax on 
10 per cent. of the total corporate 
dividends and the non-realization of 
gain on liquidation of subsidiaries, 
are inducements to the very ‘bigness’ 
which the policy of the bill appears 
to penalize. The inducements offered 
by these features are for the parent 
corporation to dissolve the subsidiary 
and absorb its business, making the 
parent company larger than ever.” 


George Maurice Morris, of the District 
of Columbia Bar. Page 223. 
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Public Relations 


“Tt is much easier to face an enemy 
than to battle snipers in a guerilla 
warfare, but if our army be well 
organized and composed of straight 
shooters, we shall have less cause to 
worry about the final outcome. As our 
principal ammunition, may I suggest 
accurate and well-directed informa- 
tion, both long-range and short-range, 
and for emergency situations, of such 
calibre as to be able to penetrate the 
thickest skull. * * * 

“It requires a conscious effort for 
us to eschew such familiar terms as 
cestuis que trust and remainderman, 
but they and all of their relatives 
must be eliminated from our lexicon 
when we enter into communication 
with the public.” 

Robertson Griswold, vice-president, Mary- 
land Trust Company, Baltimore. Page 257. 


Taxation of Agency Funds 


“Corporate bonds, notes, open ac- 
counts and other evidences of debt 
are taxable in the jurisdiction where 
the creditor is domiciled. Corporate 
stock has been held to be taxable both 
at the shareholders’ domicile and by 
the state in which the issuing cor- 
poration is incorporated. If this ques- 
tion should be presented to the pres- 
ent bench they might restrict prop- 
erty taxation to the shareholders’ 
domicile as they have restricted in- 
heritancetaxation. Mortgages secured 
by real estate can be taxed where the 
mortgagee resides. Mortgages can 
likewise be taxed by the state in 
which the land is located as being an 
interest in land. * * * All the above 
classes of intangibles can be taxed at 
locations other than the domicile of 
the owner if they have there acquired 
a ‘business situs.’ ” 


J. Hugh Herring of The Fidelity Trust 
Company, Baltimore, Md. Page 271. 





Trust Companies and the Banking Act of 1935 


Increased Restrictions and Expenses of Commercial Banking Favor 
Emphasis on Fiduciary and Savings Functions 


H. PARKER WILLIS 


Professor of Banking, Columbia University 
and former Secretary of the Federal Reserve Board 


/ \HE Banking Act of 1935 has al- 
ready been considerably discussed 
from the standpoint of deposit 

banking. It will be discussed a good deal 

more extensively as time goes by and as 
the concealed bearings of the legislation 
gradually become more evident. Certain- 
ly, these bearings are already gradually 
becoming obvious, and among the more 
interesting of them are those that affect 
the development of trust company busi- 
ness, both individually and in its relation 
to the banking business. Both the Bank- 
ing Act of 1933 and that of 1935 have 
important relationships to the operation 
of the trust companies, even though, as 
already said, such relationships are more 
or less concealed and require analysis in 
order to become evident. In order thus to 
indicate their nature it is best to glance 
back at the effect of the Banking Act of 

1933 upon the non-commercial phases of 

the business of our banks and then to see 

how this change in position has gradually 
worked itself out during the intervening 
period. 


Non-commercial Banking and the Act of 1933 


The real origin of the 
Banking Act of 1933 was 
the fact that so many 
banks had allowed them- 
selves to get into a field for 
which they had never been 
intended and in which they 
were, too often, not well 
equipped. It should be re- 
membered, always, that the 
first mistake in recogniz- 
ing and authorizing the 
growth of this tendency 
was made by Congress 
when it enacted the Fed- 
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eral Reserve Act. That act not only 
specifically sanctioned the taking of sav- 
ings deposits by member banks and thus 
placed the national banking system in 
the savings business, but it also as a 
correlative measure gave specific permis- 
sion for the making of farm mortgage 
loans under restricted conditions. 

Nearly all present students and critics 
of banking would today concede that a 
further, and even more serious, blunder 
was made in the McFadden Act of 1927, 
in which investment banking functions 
were specifically bestowed upon member 
banks, so that they were thus fully in the 
savings, deposit, and investment, as well 
as other phases of banking. It should 
be admitted that, to some extent at least, 
the measures thus taken, were a recogni- 
tion of what had already taken place, 
rather than an innovation upon previous- 
ly existing business relationships. From 
whichever point of view we consider 
them, they are nevertheless open to most 
serious objection, since without them 
these phases of business would never 
have flourished to so great an extent 
in our commercial institutions nor 
would they, of course, have 
had the official recognition 
that thus was given them. 
The McFadden bill, it 
should also be admitted, 
after its adoption in 1927, 
had only a period of two 
and a half years during 
which to exert its full 
effect prior to the panic of 
1929. The influence of the 
McFadden Act during this 
short period was great, but 
cannot be regarded as 
meriting more than a par- 
tial responsibility for the 
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disasters of 1929 and the succeeding 
era. However, we must fully concede that 
a large measure of such responsibility 
must be accepted by the banking system 
of the country generally, and by our 
legislators, for recognizing during the 
years after 1914 the steady assumption 
by commercial banks of functions for 
whose performance they were not always 
well equipped, and in which their clients 
could not and did not receive that full 
protection that had already been de- 
veloped under the laws of those states 
which were most careful to safeguard 
by legislation the interests of the public 
generally. 


Objectives and Effects of 1933 Regulations 


The Banking Act of 1933 was a be- 
lated attempt to repair some of the dam- 
age that had thus been inflicted upon the 
banking system, and among its major 
objects were the following: 

1. The separation of “investment affili- 
ates” which had been established by many 
state and national banks for the purpose 
of carrying on a stock promotion and 
bond distributing business. 

2. The limitation and regulation of the 
proportionate amounts of security loans 
that could be made by banks and, inci- 
dentally, of the amounts of any one issue 
that might be held in their portfolios, 
and, 

3. The correction of holding company 
evils which had already begun to make 
their appearance through the use of chain 
banking, and which included as principal 
constituents a mixture of investment 
house and chain bank control with provi- 
sion for the transfer of investment opera- 
tions to the banks of the chains, for 
absorption and management by the latter. 

The period since the Banking Act of 1933 
has not only been full of confusing legis- 
lation and difficult financial and economic 
problems, but has constituted an inter- 
regnum in banking development as a re- 
sult of which it is difficult indeed to trace 
with any distinctness the precise effects 
of this piece of legislation. It has, of 
course, brought about the separation of 
the affiliates from their parent banks and 
the regulation of the activities of the 
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chain institutions of the West and Mid- 
west. However, the influence of the act 
upon the portfolios of banks all over the 
country can hardly be, as yet, correctly 
appraised. The gradual lessening of the 
amount of purely investment paper of 
corporate origin was in large measure the 
result of its being pushed out of the banks 
by the form of Treasury financing, now 
in use, which has overburdened the banks 
with government obligations of ll 
classes and cannot, consequently, be re- 
garded as the outcome of the Banking 
Act of 1935, although that measure has 
had its influence. It is in a rather differ- 
ent direction that the real effect of the 
Act of 1933 has made itself apparent. 

That measure had never, in its earlier 
stages, contemplated the idea of the guar- 
anty of deposits, although it had provided 
for a liquidating fund whose purpose it 
was to take up the assets of failed insti- 
tutions and pay as promptly as possible, 
to depositors, the amount of their claims 
up to the actual worth of the assets so 
taken over. It was as one result of a later 
conception which made its appearance in 
the session of Congress which began on 
March 4, 1933, that the idea of deposit 
guaranty was introduced, and this idea 
in its inception was intended simply to 
appease the popular feeling of unfairness 
and unrest which had grown out of the 
widespread bank failures of preceding 
years. But, in attempting to accomplish 
this latter object, the Banking Act of 
1933 almost inevitably made banking 
very much more expensive—a fact which 
was recognized in the prohibition of fur- 
ther interest upon demand deposits intro- 
duced largely in the attempt to enable 
the various institutions to offset the cost 
of deposit guaranty by relieving them- 
selves of the burden of competitive inter- 
est in favor of depositors. 


Making Banking Expensive 


With this background, it is now pos- 
sible to understand what the Banking Act 
of 1935 has done. In future years, prob- 
ably, the outstanding feature of it will be 
found in its phases relating to guaranty 
of deposits—in its effort to make the 
guaranty enactment which was incorpo- 
rated into the Act of 1933 a workable and 
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effective provision. Whatever we may 
think of the general idea of deposit guar- 
anty, we must admit that now, for the 
first time, the system provided by the 
federal government has a possibility of 
becoming technically successful. Whether 
in the long run it will prove solvent and 
effective, is a totally different matter, but, 
at any rate, the Banking Act of 1935 
gives to the Depositors Insurance Corpo- 
ration that scope of authority and admin- 
istrative efficiency which must be re- 
garded as essential if there is to be suc- 
cessful administration of the system. The 
Banking Act of 1935 apparently reduces 
the cost of the insurance, but it remains 
to be seen whether that reduction is real. 
The tax of one-twelfth of one per cent. 
upon total deposits may seem small at the 
outset, but the various provisions of the 
act, authorizing the insurance corpora- 
tion to define the meaning of the term 
“deposit,” and then to prescribe a definite 
method of establishing the actual total 
of deposits taxable at any given moment, 
may make the rate very much heavier 
than seems at the outset likely. 

Not only is this true, but Congress, of 
course, retains the power to change the 
rate of assessment whenever it feels dis- 
posed; while, furthermore, it is recog- 
nized by all observers, whether govern- 
mental or financial, that the resources of 
the corporation at the start might not be 
sufficient to withstand a very serious run 
of failures. In the event of the collapse 
of the corporation, therefore, it would be 
necessary to find some means of saving it 
from the same fate that it is intended to 
ward off in the case of the banks. The 
new act authorizes the Secretary of the 
Treasury to contribute $250,000,000 
through the purchase of obligations of 
the corporation should that become neces- 
sary, to give it the needed funds in time 
of trial. Yet statistics of bank failures 
over the past ten years do not warrant 
us in regarding this sum as likely to be 
adequate should the condition just re- 
ferred to present itself. May we reason- 
ably expect the return of such a condi- 
tion? As to that, opinions differ; but the 
present writer believes that existing 
methods of government finance are such 
as may at any time bring into jeopardy 
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our entire structure of banking credit. 
If this be true, or even approximately 
true, questions relating to the financial 
status of the Insurance Corporation be- 
come real and urgent. 

In any event, we may be well assured 
that the practice of commercial banking 
has been rendered very much more expen- 
sive than ever before. In manifold ways, 
the new legislation adds to its cost. The 
Insurance Corporation is authorized to 
require individual banks to take any form 
of additional insurance that they will be 
thought to need, such as against burglary, 
forgery, etc., and in the event that its 
recommendations are not complied with, 
to purchase such insurance for the banks 
and to charge it to them—they being for- 
bidden to declare dividends until such 
obligations are liquidated. The hedging 
about of the business of banking with all 
sorts of meticulous details which is pre- 
scribed in both the Act of 1933 and that 
of 1935 was begun with good intent, and 
in many cases will have an excellent 
influence upon the character of the port- 
folios, but we cannot question the addi- 
tion that it makes to the cost of conduct- 
ing banking business. The constant 
pressure of the government upon banks 
to purchase Treasury securities has been 
hastily approved by many writers who 
have not admitted even to themselves the 
obligation that such insistence seems to 
impose upon the government, that of plac- 
ing upon the certificates a rate that is at 
least moderately compensatory and would 
enable the different institutions to pay 
expenses. The present rate of 2.60 per 
cent. which constitutes the average re- 
turn upon all government obligations; 
and the lower earning at present upon 
Treasury notes, with only a microscopic 
income from “Treasury bills,” means that 
the bank which carries a large proportion 
of its funds in government obligations is 
making direct contribution to govern- 
ment expenses, since it cannot cover these 
costs from the income earned through 
the holding of public bonds and notes. 

Considering these facts in the situa- 
tion, it is not strange that a number of 
large banks throughout the country are 
now definitely considering the question 
of retiring from commercial banking en- 
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tirely. They have lost, as they should, the 
speculative profits which they seemed to 
be earning from their affiliates; they have 
found the actual carrying on of their 
business operations made tremendously 
costly and wholly unremunerative, and 
they now find themselves hedged about 
with administrative restrictions and new 
elements of cost which still further re- 
duce the doubtful margin of profit that 
already existed. It is, therefore, a very 
natural attitude on their part which leads 
them to consider the transference of their 
activities to some other field, and in 
searching for such a field, to select the 
performance of fiduciary functions, the 
administration of estates, and the giving 
of investment advice as most nearly with- 
in reach. If it were true that existing law 
and public opinion permitted the commer- 
cial bank to establish branches and thus 
to enable it to get the savings which come 
from “mass production” or “mass serv- 
ice,” we might expect to see a gradual 
conversion of the small and weaker insti- 
tutions into branches of the larger, and 
more economically-managed kind. As 


things stand, what we must expect is the 
continuous shrinking of these banks in 
number and, perhaps, the increasing ad- 


ministration of them as “new banks” 
under the Banking Act of 1935, which au- 
thorizes the Insurance Corporation to 
carry on such institutions under govern- 
ment ownership and government manage- 
ment “as long as it may deem desirable.” 
As an alternative to such change in their 
status, many medium-sized banks of the 
country are naturally asking whether it 
may be possible for them to succeed in 
the trust company field, and if so, under 
what circumstances. It is a serious and 
important question which is thus raised, 
both from their own standpoint and from 
that of existing trust companies. 

Many banks unquestionably fail to 
recognize the onerous and costly char- 
acter of efficient and well-organized trust 
departments, or the length of time re- 
quired for the development of a sufficient 
volume of good business to make their 
entry into the field either profitable or 
safe. As usual, experience is likely to be 
the best, if the costliest, instructor. 
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Membership in the Reserve System 


Closely connected with this whole ques- 
tion of the phases of banking which are 
to survive under private ownership in the 
United States, is that of the membership 
and status in the Federal Reserve Sys- 
tem. There is, undoubtedly, a vigorous 
effort and strong desire on the part of 
government authorities to keep the mem- 
bership of the Reserve System at least as 
large as at present, and eventually to 
drive into it as many banks as can be 
compelled to give up their independent 
status. There is no concealment about this 
attitude. Our government desires to have 
state banks become members of the Re- 
serve System, and it also desires to have 
them insure their deposits. The Act of 
1935 proposes to withdraw from the state 
banks whose totals of assets are below 
$1,000,000, the permission now granted to 
them to insure their deposits after a 
designated date. Most of them have en- 
tered the insurance system, but many are 
doubtful of continuing there. The belief 
heretofore entertained that, by insuring 
their deposits, they have increased the 
confidence of their depositors and pre- 
vented withdrawal of funds for transfer 
to other banks which have taken insur- 
ance, is seriously doubted by competent 
observers in many parts of the country. 
Such an effect of the insurance may have 
been temporarily genuine but it is not so 
today. The manifest attitude of the gov- 
ernment, however, is to assume that in- 
surance is necessary as a competitive 
matter, and thus by threatening to with- 
draw it, compel the state institutions to 
join the Reserve System and to become 
full-fledged members in order that they 
may continue as insured units. 

This demand is of special importance 
to trust companies, because of the fact 
that so large a proportion of them had 
never thought it worth while to join the 
Reserve system. However, should condi- 
tions develop along the lines indicated in 
the foregoing pages, with the growth of 
a body of banking institutions which do 
not receive demand deposits, but which 
attempt to build up their savings de- 
posit lines, protecting them through 
careful adherence to the restrictions of 
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local law, we must expect to see an in- 
creasing indifference on the part of the 
banker with regard to the influence of 
insurance. Withdrawal, therefore, from 
the Reserve system and from the insur- 
ance program is likely to take place in 
increasing numbers, between now and 
the time when the requirement of mem- 
bership in order to get insurance becomes 
fully effective. By that time we may, in- 
deed, have a new banking law, the result 
of recognition of the defects of our pres- 
ent one; but in the interim, we must look 
with a substantial degree of confidence 
to the gradual working out of the tend- 
encies already set forth. Withdrawal of 
trust company membership in the Fed- 
eral Reserve system is to be expected, 
as the demand deposit business declines 
in importance and in profitableness and 
as the trust company comes to rely upon 
the confidence of its clientéle instead of 
upon the support accorded by some fund 
in the hands of the Treasury Depart- 
ment. 


National Trust Departments 


As for the national banks which now 
have trust company functions, there are 
undoubtedly a few cases in which fidu- 
ciary business has proven so profitable 
and so promising as to encourage the 
same tendency that we have already 
noted in the case of the trust company 
itself—that toward withdrawal. These 
are probably comparatively few in num- 
ber. The new act has, however, taken a 
step which, in its own way, tends to dis- 
courage the expansion of trust company 
business by national banks. It has au- 
thorized the bank examiners to do what 
has been sporadically done for a good 
while past—to transfer all information 
relating to fiduciary operations, upon re- 
quest, to the state examiners. From the 
very beginning of the Federal Reserve 
system, one of the points of greatest 
friction in the conduct of the banking 
business has been the conflict of author- 
ity between different jurisdictions and 
the tendency to throw the information 
obtained by one set of overseers into the 
hands of another. The banks have felt, 
and rightly, that this collaboration of ef- 
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fort tended strongly to prevent the main- 
tenance of the completely confidential 
character of data concerning their condi- 
tion, besides being likely to make the 
control exerted over them from the dif- 
ferent sets of examiners more and more 
arbitrary and less single-minded. 

Rightly or wrongly, then, this legal 
recognition of a practice already existing 
in actual fact in some states by the tacit 
permission of the Reserve system, tends 
to discourage the performance of the 
trust ‘company function by national 
banks. Whether the influence so exerted 
will be sufficient really to restrict the de- 
velopment of the function in the hands 
of such banks, it is too early to assert, 
but the question is one of distinct im- 
portance for the future. The provisions 
of the Banking Act of 1935 for driving 
the state institutions into the Federal 
Reserve system and keeping both them 
and the national banks there, in other 
words, have been misconceived. Instead 
of doing what they set out to do, they 
are more likely to change the character 
of the banking business in such a way 
that institutions will find it to their ad- 
vantage never to join the Reserve system 
nor to insure their deposits and for 
many now in to leave it. The effect of 
these tendencies, should they work out 
in the way now contemplated, must 
therefore, be still further to limit the 
activity of the Federal Reserve banks 
and their strength as holders of the 
liquid funds of the country. 

It has often been suggested that they 
would be better off if they had fewer 
members, provided that the latter were 
in unquestionably excellent condition 
and closely affiliated with, and responsive 
to, Federal Reserve policy. There is no 
reason under the new act for revising or 
changing this general opinion. One can 
conceive of a vastly stronger Reserve 
system which had only a fraction of the 
membership of the present system, but 
such a result will be brought about, if at 
all, not through artificially produced al- 
terations of membership but through the 
application of very high standards on 
the part of Reserve banks, for the ac- 
ceptance and retention of members. 
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The Question of Underwriting 

In the Senate Committee draft of the 
Banking Act of 1935 an attempt was 
made to give to the various institutions 
some compensation for the higher ex- 
penses of business and for the limitation 
of their scope of activity, by permitting 
them to go back, upon very restricted 
terms, into the underwriting of new is- 
sues. During the battle which took place 
between the two houses during the de- 
liberations of the Conference Committee, 
this attempted concession was défeated, 
and nothing was substituted for it, the 
final form of the act making no mention 
of the subject one way or another. It 
may well be doubted whether the very 
limited and cautious change in this re- 
gard which was proposed by the Senate 
Committee would actually have had much 
effect in improving the business situa- 
tion of those institutions which were in- 
tended to be helped by it. The underwrit- 
ing business, after all, is carried on by 
but few institutions. Not many have the 
equipment needed to participate success- 


fully in, or the opportunity of getting a 
share of it; and while some syndicate 
underwriting would have been possible 
under the proposed plan, with corre- 
sponding profit, the enormously expen- 
sive and meticulously restrictive regu- 


lations of the Securities Exchange 
Commission would have rendered the 
profitable use of the provisions still more 
doubtful. 

The fact, however, that the Senate 
Committee was willing to recommend 
such a change will undoubtedly lead to 
further efforts to get it incorporated as 
a later amendment to the act, and this 
may possibly come about. If so, it is con- 
ceivable that such an avenue of profit 
might result in changing the attitude of 
sundry banks toward the system, and in 
modifying the intentions of some few, 
particularly of some of the larger trust 
companies toward the question of retir- 
ing and assuming the status of non- 
member and non-insured banks. This is 
still to be determined. The question 
whether Congress can be induced to 
make this change, and if so, how soon, is, 
like the outcome of all other congres- 


sional discussions, likely to continue un- 
certain for a good while. Should govern- 
mental authorities become persuaded of 
the fact that our banking controls and 
restrictions are so severe as to discour- 
age membership, and to cut off reason- 
able profit, they may incline toward a 
restoration of this, or some other type of 
investment banking transaction; but 
whether or not they will do so is, as al- 
ready noted, conjectural. 


The Future of the Trust Company 


What has already been said, although 
it touches merely a few of the most sig- 
nificant topics raised by the new federal 
legislation, has an important bearing 
upon the future of the trust company. As 
is well known, the past forty years of 
development on the part of American 
trust companies have been steadily 
toward the placing of emphasis upon 
their banking functions. Trust company 
growth has been by no means exclusive- 
ly, but in an important degree, a bank- 
ing growth. Within the past few years 
various students (of whom Mr. Owen 
Young is perhaps the best known), have 
urged a separation of deposit banking 
from other forms of banking and, per- 
haps, a reservation of national charters 
to institutions that would engage solely 
in deposit banking, while fiduciary bank- 
ing was to be exclusively reserved for 
practice by institutions with state char- 
ters, and the management of savings 
banking functions, likewise, to be re- 
served for state-chartered savings insti- 
tutions. These revolutionary changes 
have been viewed by politicians as out of 
the question for practical reasons; but, 
as so often happens in the United States, 
what seems to be impossible of attain- 
ment by a direct, is frequently reached 
by an indirect, route. In the Banking 
Act of 1935, with its attack upon. deposit 
banking, we have such an indirect route 
afforded. 

Thus, as things are going now, the 
drift toward the older type of trust com- 
pany organization and the reversal of 
the current which has led many com- 
panies to emphasize their deposit serv- 
ice, is to be seen. This drift, also, is 
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greatly emphasized in another way. The 
average man has lost a good deal of his 
self-assurance in the matter of specula- 
tion and investment and is beginning to 
recognize the desirability of professional 
management of his investment affairs. 
It is true that, up to the present time, 
not a few of the trust companies have 
been far less successful than they ought 
to have been in investment matters. On 
the other hand, there is no reason why 
they should not be very much more suc- 
cessful than the average man himself 
in that field. If they can become so, and 
can furnish their service at a reasonable 
figure to large and small holders of se- 
curities, alike, they may and _ should 
become the dominant factors in invest- 
ment management. The hybrid “‘invest- 
ment trusts,” “management corpora- 
tions,” “financial advisory enterprises,” 
and others, of similarly less responsible 
status would find it necessary to pass off 
the scene in favor of the carefully-or- 
ganized and more responsible trust com- 
panies. They would come to emphasize, 
therefore, their fiduciary and investment 
sides and to minimize their deposit side. 
How far in such circumstances they 
might be permitted to hold the funds of 
their depositors subject to order of with- 
drawal without actually engaging in ‘de- 
posit banking,’ would remain for our leg- 
islators to determine, but such a cleavage 
has long been contemplated and may well 
be the distinguishing mark of trust com- 
pany growth during the coming genera- 
tion. 


Relative Importance of Banking Functions 


Is it more important to have demand 
deposits “guaranteed,” or “insured,” and 
the number of phases open to the public 
so greatly limited as is now proposed, 
than to have a careful oversight of in- 
vestments restricted and similarly con- 
trolled? This is a question to which no 
positive or unqualified answer can be 
given and which is necessarily primarily 
a matter of opinion. What we can say 
with certainty is that the public is en- 
tering upon a period of surfeit with both 
types of government regulation. Its ten- 
dency during the coming few years will 


doubtless be to reduce, rather than in- 
crease, the oversight of investment op- 
erations, leaving the Securities Ex- 
change Commission to work out its own 
salvation, and to show by experience 
whether it can by the methods now pro- 
posed, really and successfully protect the 
public. 

During this period, it may well be that 
the drift back toward investment bank- 
ing on the part of the trust companies 
will become decisively more marked, 
while deposit banking is left to be prac- 
ticed by a smaller and smaller number 
of institutions. If this latter development 
proceeds, we shall have before very long 
to face the question of branch banking 
and to decide whether we will give up 
our traditional hostility to the establish- 
ment of branches of deposit banks, or 
move further along the present lines by 
practically authorizing the Deposit In- 
surance Corporation to establish what 
will be, in effect, branches of that or- 
ganization—the so-called “new banks,” 
under public direction, which have now 
been sanctioned and authorized by Con- 
gress. These problems open a large field 
of speculation—one in which the trust 
company manager will find it necessary 
to make up his mind to the choice of a 
distinct policy at an early date, if he 
expects to give to his concern that status 
as a growing and successful enterprise 
which can be had only by fitting in with 
the present trend of things through a 
thorough accommodation to current cir- 
cumstances affecting business and its 
management. 


Discontinues F. D. I. C. Membership 


Trustees of the Hartford Connecticut 
Trust Company, Hartford, voted this 
month to discontinue membership in the 
Federal Deposit Insurance Corp. The 
company is the largest state-chartered 
trust institution, in volume of personal 
trust funds in Connecticut. The Water- 
town Trust Company and Stratford 
Trust Company, and, in New Jersey, the 
Howard Savings Institution of Newark, 
and Paterson Savings Institution, all op- 
erating trust departments, have also re- 
signed. 





222 TRUST COMPANIES 


nL TN A 
Fh 8 Sk 8 SS PS PS PS a Se SS ee ee 
LN SES 


It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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Features of the Revenue Act of 1935 


Philosophy of Social Controls by Taxation 


GEORGE MAURICE MORRIS 
Of the District of Columbia Bar* 


(Ep1tor’s Note: No effort is made to cover in this article all the fea- 
tures and changes in the new Revenue Act. Reference is made only to 
those provisions which have attracted the most general attention. Ac- 
cording to Mr. Morris, the chief interest in this legislation lies not so 
much in the technical novelty of the provisions thereof as it does in the 
circumstance that some of these provisions involve departures which are 
new in the direction of social controls through taxation. The Act pos- 
sibly marks a point of departure in the Federal system of taxation, or 
it may mark the point at which the American people are turning back. 
In view of the conditions which surrounded the passage of the 1935 Act, 
the author states “it is hardly likely that there will be any further 
substantial tax legislation by the Congress until after the national 


elections of 1936.’’) 


his message to Congress on June 19 

last, said that, “Our revenue laws 
have operated in many ways to the un- 
fair advantage of the few, and they have 
done little to prevent an unjust concen- 
tration: of wealth and economic power.” 
He followed with the statement that the 
new tax legislation which he was recom- 
mending should recognize that: “The ad- 
vantages and the protections conferred 
upon corporations by government in- 
crease in value as the size of the corpo- 
ration increases. * * * The smaller 
corporations should not carry burdens 
beyond their powers; the vast concentra- 
tion of capital should be ready to carry 
burdens commensurate with their pow- 
ers and their advantages.” He added 
that, “The transmission from generation 
to generation of vast fortunes by will, 
inheritance, or gift is not consistent 
with the ideals and sentiments of the 
American people.” He was of the opin- 
ion, with respect to vast personal in- 
comes, that “the duty rests upon the 
Government to restrict such incomes by 
very high taxes.” 


ig was President Roosevelt who, in 


* Mr. Morris is one of the authors of “Hidden Taxes 
In Corporate Reorganizations,” “Practice And Pro- 
cedure Before The United States Board Of Tax 
Appeals” and the author of numerous papers and 
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In accordance with these views, the 
President recommended: ‘a corporation 
income tax graduated according to the 
size of corporation income”; in addition 
to the present estate taxes, “an inheri- 
tance, succession and legacy tax in re- 
spect to all very large amounts received 
by any one legatee or beneficiary”; and 
collateral provisions to assure that the 
results of such taxes could not be 
avoided. 

It was the majority membership of 
the Ways and Means Committee which on 
July 30, 1935, submitted the Revenue 
Bill of 1935 with the statement that it 
was hoped that the enactment of such a 
bill would remedy defects in the present 
law, provide substantial revenue and 
“carry out the major policies recom- 
mended by the President in his mes- 
sage.” It was pointed out in that Com- 
mittee’s report that only about 8,000 
makers of returns would be affected by 
the increased rates on personal income 
and that somewhat less than 6,430 cor- 
porations should be caught by the in- 
crease in corporation rates while more 
than 76,216 corporations should have 
their taxes lowered.’ 


articles respecting Federal taxes. 

174th Congress, 1st Session, House Report No. 1681, 
to accompany the Revenue Bill of 1935, July 30, 1935, 
pp. 4, 5-6. 
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It was the Republican members of the 
Ways and Means Committee who said 
concerning the bill: “That it is nothing 
but a political gesture seems to be uni- 
versally conceded. That it will fail to 
raise any appreciable amount of revenue 
cannot be denied. * * * Although it im- 
poses rates of taxation which border on 
the point of actual confiscation, its pro- 
ponents estimate that it will produce 
only $270,000,000 of revenue. This 
amount would pay the running expenses 
of the Government for less than two 
weeks, and it falls $3,305,000,000 short 
of meeting the deficit for the last fiscal 
year. Even as a redistribution of wealth 
measure, it would provide but $2.25 for 
each of our 120,000,000 people.”*? These 
“Views of the Minority” contained other 
statements which were not especially 
distinguished by way of compliment to 
the bill or to the objectives and purposes 
of either the original proponent of the 
ideas incorporated in the bill or his fol- 
lowers. 

It was many of the commenting ob- 
servers of the Washington political scene 
who reported that dissatisfaction with 
the measure was found on all sides, that 
a vote for it imperiled intellectual in- 
tegrity, that among the supporters of 
the administration in the Congress it 
was a sort of “hold your nose and vote” 
proposition, that no one really wanted 
the law, etc. One commentator, promi- 
nent as a defender of the administration, 
speaks of the law as “a somewhat dras- 
tic revision of our taxing policy.” Others 
have construed the Act as a definite de- 
parture from the regulation of large 
business enterprises to a penalization of 
big business, an announcement of the 
conviction that “Bigness is badness.” 

Especially has the new law shocked 
and made fearful for the future many 
persons who regard tax bills as pro- 
grams requiring mature consideration, 
well discussed bases, painstaking inte- 
gration with existing laws, careful meas- 
urement of budgetary requirements, and 
cautious estimate of economic, as distin- 
guished from political, consequences. 





2 Page 17 of the Committee’s report. 
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The seemingly casual manner in which 
fundamental changes in principle appear 
to have been proposed, the indifference 
to public reaction, the brevity of discus- 
sion and the haste with which measures 
of such potential consequence were 
rushed to enactment (the bill passed 
both houses within less than seven weeks 
after announced consideration began by 
the Ways and Means Committee) have 
been disturbing. 

Volumes might, and may, be written 
with respect to this legislation, its back- 
ground, its purposes, the history of its 
passage, and its provisions. The measure 
is now the operative law, however, and 
will remain so until altered by further 
action of the Congress or the Courts. 


An Amendatory Statute 


Any one working with all the aspects 
of the new Act will require a knowledge 
of at least the 1926 and all subsequent 
revenue acts. This is because the 1935 
Act is chiefly an amending law. On in- 
come tax provisions the new law amends 
the 1934 Act. On estate taxes the basic 
law is really the 1926 Act, as amended 
by the Acts of 1928, 1932, 1934 and 
1935. On gift taxes we start with the 
1932 Act, follow the amendments in the 
1934 Act and conclude with the 1935 
Act. On excise taxes the new Act ‘con- 
cludes the start made with the 1932 Act, 
followed by amendments in the National 
Industrial Recovery Act and the 1934 
Revenue Act. The capital stock and ex- 
cess profits taxes, however, although suc- 
cessors to the 1934 Act, are not amenda- 
tory. 

Graduated Tax on Corporations 

Probably the most unusual feature of 
the 1935 Act is the graduated tax on 
corporations. The effects of this tax may 
be shown in schedule form as follows: 


Income Rate 

$ 0 to $ 2,000 12144% 
2,000 to 15,000 138 % 
15,000 to 40,000 14 %&% 
40,000 — 15 % 


This graduated levy is made without 
regard to capital invested or the rate of 
return upon the capital employed in the 
business. This is a new principle not be- 
fore used in this country. It is a substi- 


Maximum Tax 
$ 250 
1,940 
5,440 
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tute for the existing flat rate in the 1934 
Act of the 1334 per cent. tax on the 
entire amount of the net income of any 
corporation (other than railroads filing 
consolidated returns) regardless of the 
total amount of its income. This will 
result in lower income taxes than under 
the 1934 Act, for all corporations net- 
ting income less than $44,800.* It has 
been estimated that this group includes 
95 per cent. of the corporations in the 
country which make income tax returns. 
The new corporation rates take effect 
for taxable years beginning after De- 
cember 31, 1935. In view of the fact, 
however, that the spread between the 
lower and the higher rates is substan- 
tially less than the President suggested 
(he proposed a range from 1034 per 
cent. to 1634 per cent.), it is regarded 
as not unlikely that this administration 
might try to increase the range in the 
next revenue bill. 


Tax on Inter-Corporate Dividends 
Said to be for the purpose of prevent- 
ing evasion (“avoidance” would be a 
more accurate word) of the graduated 


tax on corporate income, a tax on divi- 
dends was included in the Act. Under the 
1934 Act dividends received by a corpo- 
ration from a domestic corporation are 
allowed to be deducted in the computa- 
tion of taxable income. The new law re- 
stricts the deduction to 90 per cent. of 
such dividends received by a corporation. 
The 85 per cent. restriction proposed by 
the Senate was said to have the effect 
of imposing a tax slightly in excess of 
2 per cent. upon dividends received by a 
corporation.‘ The 90 per cent. figure 
finally enacted should reduce the tax to 
a figure somewhat below 2 per cent. 
This tax on dividends not only may 
afford a deterrent to avoidance of the 
graduated tax on corporate incomes by 
making it undesirable to create subsidi- 





3 $ 2,000 at 12144%—$ 250 
13,000 at 13 %— 1,690 
25,000 at 14 %— 3,500 
4,800 at 15 %— 1720 
Total $44,800 Total $6,160 
$44,800 at 133% %—$6,160 
474th Congress, 1st Session, Senate Report 1240, to 
accompany the Revenue Bill of 1935, Aug. 12, 1935. 
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aries and receive dividends from them, 
but if the percentage of tax free 
dividends from other corporations were 
lowered below the 90 per cent. in the 
1935 Act, the pressure for the elimina- 
tion of holding companies and the re- 
sulting consolidation of subsidiaries into 
the parent corporation would be immeas- 
urably increased. 
Tax Free Liquidations 

The possibilties of a further develop- 
ment of the tax on a corporation’s re- 
ceipt cf dividends from another corpo- 
ration are indicated by the affirmative 
inducement to the dissolution of holding 
companies offered in Section 110 of the 
Revenue Act of 1935. It is therein pro- 
vided that: “No gain nor loss shall be 
recognized upon the receipt by a corpo- 
ration of property (other than money) 
distributed in complete liquidation of 
another corporation, if the corporation 
receiving such property on such ex- 
change was on the date of the enactment 
of the Revenue Act of 1935 and has 
continued to be at all times until the 
exchange, in control of such other cor- 
poration.” Conditions are added which 
must be followed if advantage is to be 
taken of this offer, but already the pro- 
posal, coupled with the tax on dividends, 
has caused examination to be made of 
the advantages to particular corpora- 
tions of simplifying the set-up of their 
subsidiaries. With a tax on dividends 
received from subsidiaries and an offer 
to liquidate the subsidiaries with no im- 
mediate recognition of gain, there are 
circumstances where it may be desirable 
to pay a higher graduated tax directly. 
These possibilities are being considered 
with a view to the application of the new 
provisions to taxable years beginning 
after December 31, 1935. 

Interestingly enough, the tax on 10 
per cent. of the total corporate dividends 
and the non-realization of gain on liqui- 
dation of subsidiaries, are inducements 
to the very “bigness” which the policy 
of the bill appears to penalize. The in- 
ducements offered by these features are 
for the parent corporation to dissolve the 
subsidiary and absorb its business, mak- 
ing the parent larger than ever. A pos- 
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sible reconciliation of this conflict is 
that the administration’s dislike of hold- 
ing companies is sufficiently strong to 
lead to breaking them up through the 
taxation of dividends from subsidiaries 
to parents and through offering the pa- 
rent the inducement of no tax on what 
would otherwise be construed as gain 
upon the liquidation of the subsidiary. 
While the acceptance of such proffers 
may be of value to parent corporations 
under the present scale of graduated 
rates, it is to be recalled that the grad- 
uated tax idea is young: it may grow. 
There is no guarantee that the corpora- 
tion induced to a dissolution of its sub- 
sidiaries by the provisions of the 1935 
Act may not be heavily penalized under 
the graduated rates in some subsequent 
Act. In any event, caution may well be 
observed by those concerned with the 
Federal tax effect of changing the rela- 
tionships of parent and subsidiary cor- 
porations. 


Excess Profits and Capital Stock Taxes 


A feature of the new law which puts 
an even greater premium on the accu- 
racy of the forecaster of corporate busi- 
ness than was produced by the 1934 
Act, is the excess profits tax provided in 
Section 106, associated with the capital 
stock tax prescribed in Section 105. The 
chief reason for this is the increase in 
the rates of these taxes. 

Under the 1934 Act (Section 701) a 
corporation is required to pay $1 for 
each $1,000 of the adjusted declared 
value of the capital employed in the 
transaction of its business in the United 
States. Should the net income of the 
corporation for the taxable year exceed 
121% per cent. on the adjusted declared 
value, the excess profits tax on all such 
excess is at the rate of 5 per cent. (1934 
Act, Section 702.) Under the 1935 Act, 
the capital stock tax is stepped up to 
$1.40 per $1,000 of the adjusted declared 
value of such capital (Section 105) and 
the excess profits tax both graduated 
and increased, A 6 per cent. tax is placed 
on the earnings of the corporation which 
exceed a 10 per cent. return on its ad- 
justed declared value but which do not 
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exceed a 15 per cent. return on that 
value. That portion of the earnings 
which exceed a 15 per cent. return on 
the adjusted declared value is taxed at 
the rate of 12 per cent. 

The manner in which this would work 
in a typical case may be of interest. The 
maker of the capital stock tax return 
under the new law (within one month 
after the close of the year with respect 
to which the tax is imposed, i.e., a year 
ending June 30) must declare the value 
at the close of the last income-tax tax- 
able year of the corporation of the capi- 
tal employed in its business. (This is 
later subject to prescribed additions and 
deductions but at the outset much is left 
to the declarer’s judgment.) Assume 
that he finds that for the coming year a 
profit of $100,000 is probably all that is 
reasonably to be expected. This would 
allow a 10 per cent. return on $1,000,000 
capital before an excess profits tax is 
encountered. The return maker there de- 
clares a capital value of $1,000,000 and 
pays, at $1.40 for each $1,000 of declared 
value, a capital stock tax of $1,400. If 
the return maker’s estimate of net in- 
come for the current income tax taxable 
turns out to have been correct at $100,- 
000, there is no excess profits tax to pay 
and all is well. If, however, he has been 
overly optimistic the corporation has 
paid a tax on capital which does not have 
the earning power, at least in that par- 
ticular year, expected. On the other 
hand, if the forecaster turns out to have 
been a pessimist and the net earnings 
are $200,000, he has let his corporation 
in for an excess profits tax at 6 per cent. 
on $50,000 (the difference between a 10 
per cent. and a 15 per cent. return on 
$1,000,000) and at 12 per cent. on $50,- 
000 (the amount in excess of a 15 per 
cent. return on $1,000.000). Thus the 
corporation gets a total capital stock 
and profits tax of $1,400 (the capital 
stock levy), plus $3,000 (the 6 per cent. 
levy on the first $50,000 above a $100,- 
000 return), plus $6,000 (the 12 per 
cent. levy on the second $50,000 above 
a $100,000 return) or a total combined 
tax of $10,400. Against this, if the re- 
turn maker had known that the income 
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was to be $200,000, he would have re- 
turned a capital value that would pro- 
duce such a return at 10 per cent. and 
which would have called for $2,800 tax 
only. 

The foregoing example illustrates the 
premium placed upon guessing one year 
in advance as to capital and income. The 
actual situation is, however, that under 
the new law there apparently is going 
to be just one guess, i.e., that to be made 
within thirty days of June 30, 1936. 
That guess will have to stand from then 
on, unless the law is amended. There 
does not seem to have been much allow- 
ance for the failure of the return maker 
to have a complete fore-knowledge of his 
corporation’s business. 


Charitable Contributions by Corporations 


In the midst of all these new provi- 
sions, promising perplexities to corpo- 
rate officials, a deduction has _ been 


granted corporations which is so sensi- 
ble that it is surprising it was not given 
long ago. For taxable years beginning 
after December 31, 1935, contributions 


made by corporations to designated 
(Section 102) types of charitable enter- 
prises may be deducted in computing net 
income to an amount which does not ex- 
ceed 5 per cent. of the corporation’s net 
income. This amendment is specifically 
extended to insurance companies and 
foreign corporations. 

The types of charities to which these 
deductible contributions may be made 
are not co-extensive with those to which 
a private individual may make a de- 
ductible gift, however. Details will be 
seen upon comparison of Section 102 (c) 
of the 1935 Act with Section 23 (0) (2) 
of the 1934 Act. The new provision defi- 
nitely meets the virtual necessities many 
corporations are under to make chari- 
table contributions in the community 
interest although such contributions are 
not, strictly speaking, ordinary and 
necessary expenses. The 5 per cent. lim- 
itation in amount should prevent any 
abuse of the privilege. Apparently con- 
tributions which are business expenses 
would be deductible in excess of the 5 
per cent. limitation upon gifts. 


Surtax on Individuals 

The income surtax rates on individ- 
uals with an income in excess of $50,000 
annually will be higher for years begin- 
ning after December 31, 1935. Incomes 
above this amount are “bracketed” in a 
series of steps up to $5,000,000 in sur- 
taxes running from 31 per cent. to a 
maximum of 75 per cent. The rates rep- 
resent increases from 1 to 16 per cent., 
progressively, over the 1934 Act rates. 
The surtax, of course, applies to income 
over that covering the credit for de- 
pendents and the personal exemptions, 
and is in addition to the normal tax 
rate of 4 per cent. 

Efforts in the Senate to extend this 
increase in rates down through the list 
of all income subject to tax, stated to be 
with a view both to raising revenue and 
making more persons conscious of the 
necessity of paying for the increased 
costs of the Federal Government, were 
defeated. It was charged that this defeat 
was a result of the impression sought to 
be given that only the rich are to pay 
these new costs. Students of Federal 
finance, however, appear to be unani- 
mous in the opinion that a very substan- 
tial increase of rates on incomes below 
$50,000 is inevitable if other sources of 
revenue are not found and the govern- 
mental deficit is ever to be paid. 

Income surtax rates on the undistrib- 
uted net income of personal holding 
companies have also been raised. Here 
again, size of income, without regard to 
the capital employed, has been used as 
a measure for graduated rates. As in the 
case also of general corporations it is 
probable that the tax on a majority of 
personal holding corporations may be 
lower than it is under the 1934 Act. The 
tax, for instance, under Section 109 (b) 
of the new Act, on the first $500,000 
income of a personal holding corpora- 
tion, is some $200 lower than the tax 
would be under the 1934 Act. It is not 
until the income exceeds $500,000 that 
the new and increased rates apply. The 
new Act is also more liberal in deduc- 
tions through allowing, in determining 
the “undistributed adjusted net income,” 
distributions during the taxable year 
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not in complete or partial liquidation 
and not a statutory dividend during the 
years out of profits of that year. This is 
a recognition of the accounting prin- 
ciple, and the corporation law of most 
jurisdictions, relating to those distribu- 
tions which are not properly dividends 
because of the carry-over of operating 
deficits from prior years which must be 
eliminated before a proper dividend can 
be distributed. 


Estate Taxes 


Rates on the estates of decedents 
dying after the enactment of the new 
Act (6:00 P. M., Eastern Standard 
Time, August 30, 1935) are higher. By 
Section 201 of the 1935 Act the maxi- 
mum rate is 70 per cent. on net estates 
of more than $50,000,000, against 60 per 
cent. in the prior Act. The rates of in- 
crease are not even in progress, however. 
This is partially because the exempt 
estate has been lowered from $50,000 to 
$40,000. One result is that the rates on 
the taxable estate up to $50,000 are twice 
as high as they were under the prior 
Act, whereas an estate of $10,000,000 
is now taxed at 67 per cent. against 60 
per cent. under the 1934 Act. A compari- 
son of the rates under Section 201 of 
the 1935 Act with those under Section 
405 of the 1934 Act tends to leave one 
speculating on how much real thought 
was expended in working out the new 
scale. 

The House proposed adding, in con- 
sonance with the recommendations of 
the President, an inheritance tax in ad- 
dition to the estate tax. Notwithstanding 
the limited time afforded for opposition 
to such a novelty in Federal taxes, the 
administrative difficulties involved in 
such an apparently undigested departure 
from previous principles followed in the 
Federal death duty, were so clearly 
demonstrated that the Senate success- 
fully insisted upon a rejection of such a 
tax. The President is reported, however, 
not convinced that such difficulties are 
insurmountable and a return of such 
proposals is expected. The state taxing 
systems have heretofore moved along 
inheritance lines, an excise tax on the 
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right to receive, whereas the Federal tax 
has been on the right to transmit. As a 
result the combination of the two ideas 
in the Federal tax is not only liable to 
involve many administrative problems 
but a further confusion of state and 
Federal revenue sources. 

One provision with respect to estates 
should meet with the approval of almost 
everyone, at least so far as the provision 
goes, who has been concerned with the 
devastating effect upon the estates of 
decedents of estate and inheritance 
taxes in the falling markets experienced 
in 1929-1932. Many estates of persons 
dying shortly prior to the great decline 
in values, and during that decline, were 
literally “wiped out” by the incidence of 
estate and inheritance taxes imposed on 
the value at the moment of decedent’s 
death but payable out of the shrunken 
values when the tax later became due. 
The staff of the Congressional Joint 
Committee on Internal Revenue has 
given serious attention to this problem 
and it is probably to that organization 
we owe the relief aspect of the new law. 

In general the new principle is that 
the executor of an estate may elect to 
have the assets valued at market prices 
prevailing one year after the date of 
death instead of at the date of death as 
under the 1934 and all prior laws. Ex- 
ception is made, of course, for the valua- 
tion of assets disposed of prior to the 
end of the one year period. These are 
valued at the time of their disposition. 
Also any interest or estate which is af- 
fected by mere lapse of time shall be 
included at its value at date of death 
with adjustment for any difference in 
such value as of the later date not due 
to mere lapse of time. Deductions for 
losses through casualties, etc., will not 
be allowed if the later valuation of prop- 
erty covers them. Difficulties in all these 
adjustments in individual cases are to be 
expected, but these should be more than 
offset by the recognition of the equit- 
able principle permitting a valuation 
much closer to the time when actual 
payment of the tax will normally begin. 
(Under the 1935 Act payment is not due 
until fifteen months after death.) 
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Gift Taxes 


The increase in estate tax rates is, of 
course, reflected in the rates in that sup- 
plementary protector of the estate levy, 
the gift tax. In general the gift tax rates 
continue under Section 301 of the 1935 
Act to be gaged at about three-fourths 
of the estate tax rates, but the possi- 
bilities, which existed under the prior 
acts, of minimizing the total tax by 
various combinations of gifts inter vivos 
and bequests, would seem to be substan- 
tially undisturbed. The new gift tax pro- 
visions, however, do not apply to gifts 
made prior to January 1, 1936. The 
existing rates under the 1934 Act obtain 
until that time. It would not be strange 
if this effective date was selected to en- 
courage the distribution of large estates 
before such a course becomes more ex- 
pensive. 


Miscellaneous Features of General Interest 


Recognition of the lower rates of in- 
terest prevailing generally and the se- 
verity of the “12 per cent. rate” imposed 
on delinquencies in payment of taxes, is 
seen in the reduction (in Section 404 of 
the new Act) to the rate of 6 per cent. 
per annum. This applies to all interest 
of this character accruing after the en- 
actment of the new Act (August 30, 
1935) and makes the interest rates on 
all failure to pay when due, except where 
a penalty is laid, uniform. 

Under the 1934 Act there is a penalty 
of 25 per cent. imposed for failure to 
file returns on time. The 1935 Act rec- 
ognizes degrees in this offense. Section 
406 of the Act provides that the penalty 
shall be 5 per cent. if the failure is for 
not more than thirty days, with an addi- 
tional 5 per cent. for each additional 
thirty days or fraction thereof during 
which failure continues, but not to ex- 
ceed an aggregate of 25 per cent. 

Of great procedural importance, par- 
ticularly to members of the bar, is the 
provision that the Declaratory Judg- 
ments Act has no application to Federal 
taxes. This latter was an act passed on 
June 14, 1934 (Section 274 (d) of the 
Judicial Code), which provided, in sub- 
stance, that in cases of actual contro- 
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versy the courts of the United States 
shall have power to declare the rights of 
interested parties in advance of the ac- 
customed procedures. Literally hundreds 
of cases have been filed with the Federal 
courts in the last few months asking 
relief under this statute particularly 
against the payment of the processing 
taxes. Section 405 of the 1935 Revenue 
Act prohibiting the use of such a chan- 
nel in tax cases was said to be enacted 
to prevent such “a radical departure 
from the long-continued policy of Con- 
gress,” the statement being made that 
“existing procedure both in the Board 
of Tax Appeals and the courts affords 
ample remedies for the correction of tax 
errors.” The amendment is specifically 
prescribed to apply to any proceeding 
now pending in any court of the United 
States. There seems to be a constitu- 
tional point involved in this last which 
is scheduled to be litigated in the courts. 


574th Congress, 1st Session, Senate Report 1240 to 
accompany the 1935 Revenue Bill, Aug. 12, 1935. 





Deduction from Income of Dividends on Pre- 
ferred Stock of Banks 

Of direct interest to readers of 
TRUST Companies Magazine concerned 
with the Federal income tax returns of 
such companies and banks is the provi- 
sion in the Act of August 27, 1935, 
which preceded the Revenue Act of 1935. 
The Act of August 27 directed that Sec- 
tion 116 of the Revenue Act of 1934 
should be amended to provide that there 
shall be allowed as a deduction in com- 
puting income any dividend (not includ- 
ing any distribution in liquidation) paid 
by any national banking association, 
bank or trust company organized under 
the laws of any state, territory, posses- 
sion of the United States, or the Canal 
Zone, or any industrial banking corpo- 
ration under the supervision of a state 
banking department or of the Comptrol- 
ler of the Currency, or incorporated 
domestic insurance company, on the pre- 
ferred stock owned by the United States 
or any instrumentality thereof. 








Irrevocable Trusts 


Present Advantages of Transferring Part of Property Under Gift Tax— 
Rights of Donor as to Revocation or Amendment 


RAY T. SAWYER 
Counsel, The Cleveland Trust Company, Cleveland, Ohio 


(Editor’s Note: Mr. Sawyer presents a clear and concise description of 
the status of the irrevocable trust with respect to Income, Estate and 
Gift Taxes and illustrates savings which can be accomplished. Atten- 
tion is called to the extent to which powers may be retained by the 
grantor. Whether reservation of the right to change the ultimate bene- 
ficiaries, even dependent upon the consent of a beneficiary having a 
substantial adverse interest, would keep a trust subject to the estate tax, 
is a primary question in the three cases now pending before the United 


States Supreme Court.) 


who loses his chance like the 

monkey who misses his branch is 
due for a fall.” The government has 
offered to people of means the chance now 
to give away property without absorbing 
through taxation as great a part of the 
gift as it will take next year. If the irre- 
vocable trust is to be selected as the 
medium of the gift, trust officers should 
make certain that the branch offered is 
stout and not fragile. 

Effective January 1, 1936, the Revenue 
Act of 1935 reduces the specific exemption 
allowed to a donor to the sum of $40,000 
and increases the rates of tax over those 
now prevailing until January 1, 1936. The 
increased rates keep step with the in- 
creases in the estate tax rates in consist- 
ing of three-fourths of such estate tax 
rates. While the new rates and lowered 
exemption to $40,000 in the estate tax 
took effect on August 30, 1935, the in- 
crease in the gift tax rates applies only 
to gifts made after December 31, 1935, 
and the specific exemption of $50,000 
holds good until that date. It is, therefore, 
manifest that persons owning property 
who have not already distributed part of 
their accumulations, induced by fear of 
the much discussed increased federal 
estate tax, might well avail themselves of 
the inducement which the government is 
virtually offering through its postpone- 
ment of the increase in gift taxes until 
the end of this year. 


A CHINESE proverb runs, “The man 


231 


Accepted Method of Distribution of Wealth 


One of the wisest methods of disposing 
of property is by the creation of irrevoc- 
able trusts, and, therefore, it is incumbent 
upon trust companies to make certain 
that such trusts are accepted under cir- 
cumstances that legitimately avoid exces- 
sive taxation and that the trust instru- 
ments are constructed so as to assure 
their operation in the years to come in as 
satisfactory a manner as possible to ac- 
complish the intended benefits. 

The remarkable growth of revocable 
trusts in this country was due to the 
facilities offered by trust companies in 
the conservation of property and not to 
any tax savings features. The period of 
time during which revocable trusts may 
have enjoyed any advantages in the sav- 
ing of federal taxes was brief, since that 
advantage was soon terminated both by 
judicial construction and legislative en- 
actment. 


This method of family settlement was 
an honorable institution and judicially 
commended. In connection with such set- 
tlements, it was recognized by the courts 
as being eminently proper that there be 
reserved a power to revoke, alter or 
amend the provisions in order to meet 
changed conditions of the future. Owing 
to the charge that revocable trusts were 
sometimes resorted to as a device to evade 
income and estate taxes, the reservation 
of an unqualified power is today out of the 
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question, if there be any thought of tax 
saving or, in other words, of living or 
dying possessed of a greater amount of 
this world’s goods than is in accordance 
with the standard set by recent legisla- 
tion. 

What factors should be observed in 
creating trusts so as to avoid excessive 
and unsuspected tax burdens under the 
trinity of federal income, estate, and gift 
tax laws? Manifestly, if property is given 
outright under such circumstances as do 
not render the gift to be made in the con- 
templation of death within the ordinary 
concept of that phrase, a complete avoid- 
ance of the income and estate taxes will 
result and the only charge will be the gift 
taxes. To preserve the family trust with 
some proper modicum of control left in 
the donor, it is in order to inquire 
whether any qualified rights of revocation 
or amendment may be reserved and yet 
secure the reward which the government 
is holding forth as an inducement immed- 
iately to distribute wealth. These qualified 
rights will be considered in the order of 
their bearing upon income, estate and 
gift taxes. 


Status as to Income Taxes 


As respects income taxes, the status of 
a presently created trust with a limited 
power of revocation is well settled. The 
Revenue Act of 1924 required that the 
grantor of a trust, under the terms of 
which he either alone or in conjunction 
with any person not a beneficiary of the 
trust reserves the right to revest in him- 
self title to any part of the trust property, 
must return the income from such portion 
of the trust as part of his own income. In 
1932 the statute was amended so that 
instead of the consent of any beneficiary 
being required, the grantor was required 
to return the income unless the exercise 
of his power was dependent upon there 
being joined the consent of a person hav- 
ing a substantial adverse interest in the 
disposition of the trust estate. This 
change requiring the consent of a bene- 
ficiary having a substantial adverse in- 
terest was to forestall the grantor nom- 
inating as a beneficiary some person who 
had but a very remote or contingent in- 
terest and whose consent could be had for 
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the mere asking. No one can criticize this 
change in the legislation, at least in so 
far as it may be prospective in its opera- 
tion. 

Many trusts are now under adminis- 
tration by trust companies under which 
incomes have been granted to wives, chil- 
dren or other relatives. In these cases 
where the power to revoke is made depen- 
dent upon the consent of such income 
beneficiaries, the courts will not permit 
the income to be taxed to the grantor 
since those beneficiaries have a property 
right therein which cannot be taken from 
them in disregard of constitutional pro- 
visions. Therefore, in considering new 
trusts which may be made before January 
1, 1936, it seems safe to assume, so far as 
the income tax law is concerned, that a 
power of revocation dependent for its 
exercise upon the consent of real bene- 
ficiaries will relieve the grantor from any 
obligation to return the income as his 
own. It should be noticed that it.will not 
suffice to place the power to consent in the 
trustee, for the view has been expressed 
by the Supreme Court that in this respect 
the trustee stands in no different position 
than a stranger to the trust. Perhaps if 
the trustee were expressly charged to act 
solely with regard to the best interests of 
the beneficiaries, the result might be dif- 
ferent. But in the shaping up of new 
trusts, a cardinal principle is to avoid the 
injection of situations which may be pro- 
ductive of unnecessary litigation. 


Status as to Estate Taxes 


As respects estate taxes, a different 
statute is to be reckoned with in deter- 
mining whether there can be reserved even 
a qualified right of revocation and at the 
same time place the gift in trust beyond 
the hazard of the assets being included 
as part of the grantor’s estate. The 
Revenue Act in terms requires the inclu- 
sion in the gross estate of any decedent of 
all property with respect to which he has 
at any time created a trust where the 
enjoyment thereof was subject to change 
through the exercise of a power to alter, 
amend, or revoke, either by the grantor 
alone or in conjunction with any person. 
The marked distinction between the in- 
come tax section and this section is found 





TRUST COMPANIES 


in the omission of the qualifying words, 
“having a substantial adverse interest.” 
Looking at the language of the statute 
alone, it would appear that the retention 
of any power in the grantor to alter, 
amend, or revoke, with the consent of any 
person, no matter how complete that in- 
terest might be, would necessitate the 
inclusion of the donated property as part 
of the grantor’s estate upon his demise. 

The Board of Tax Appeals has held on 
many occasions that the statute did not 
apply where the consent to the exercise 
of the power must be obtained from a 
beneficiary who had a substantial adverse 
interest. To hold otherwise would square- 
ly present the question whether the tax- 
ing as part of a decedent’s estate of 
property which had so far passed from 
him that he could not recover it or change 
its disposition without the consent of the 
virtual donee is so capricious and arbi- 
trary as to render it unconstitutional. 
However, there are now pending cases in 
the Supreme Court of the United States 
wherein such limited powers are under 
review, three Circuit Courts of Appeals 
having also construed the statute as not 
applicable where the beneficiaries had 
actual interests: (Commissioner v. City 
Bank Farmers Trust Co., 74 Fed. (2d) 
242; White v. Poor, 75 Fed. (2d) 35; 
Helvering v. Helmholz, 75 Fed. (2d) 245.) 
If it transpires that those cases are de- 
cided adversely to the estates involved, 
the day is ended for the creation of trusts 
wherein there is reserved any power of 
revocation or alteration, even though de- 
pendent upon the consent of the real 
beneficiaries. 

The situation of the trust officer in 
discussions with prospective donors is 
most difficult. From experience he is well 
aware of the grief and disappointment 
which may come to a settlor who in later 
years, on account of altered conditions 
and often with the consent of the princi- 
pal beneficiary, may desire to have the 
family trust revoked or altered; yet by 
reason of those pending cases cognizance 
must be taken of the possibility of a trust 
estate with even so meager and limited 
power of revocation or alteration having 
to be included as part of the settlor’s 
estate for the purpose of comnuting the 
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estate tax. It is submitted, however, that 
the majority of attorneys will express 
confidence that the Supreme Court will 
affirm the Circuit Courts on all material 
points. Presumably, the decision will be 
rendered this fall. 


Status as to Gift Taxes 


As respects the gift tax, the Act of 
1932 declared that the tax shall not apply 
to the transfer of property in trust where 
the power to revest the title to such prop- 
erty remains in the donor either alone or 
in conjunction with any person not hav- 
ing a substantial adverse interest in the 
disposition of the property or the income, 
but that the relinquishment of such a 
power shall be considered to be a transfer 
by gift of the property subject to the 
power. The Act of 1934 repealed that 
language on the theory that its retention 
Was unnecessary since the principle had 
become established law. At any rate it 
seems clear that a settlor of a trust revoc- 
able only with the consent of a beneficiary 
having a substantial adverse interest 
renders himself liable to the tax. That is 
tobeexpected. Thereal problem whichcon- 
fronts trust officers and the attorneys con- 
cerned is just how large an equitable 
estate must be conferred upon the bene- 
ficiary so as to relieve the donated prop- 
erty from later being subjected to the 
estate tax of the grantor. 

The answer will undoubtedly be found 
in the opinions to be rendered in the cases 
mentioned above. The criterion to be laid 
down by the Supreme Court in the estate 
tax cases should serve as the standard for 
determining whether and to what extent 
the gift tax applies. 


Rights of Reversion and Revocation 


Quite possibly there are many trusts 
which contain certain reversionary rights 
or which are contaminated by power to 
revoke upon the consent of beneficiaries 
not having substantial adverse interests. 
These trusts could well be reviewed with 
the thought of eliminating such rever- 
sionary rights or making either revocation 
or alteration dependent upon the consent 
of beneficiaries having actual interests. 
The relinquishment of the reversionary 
rights would make applicable the gift tax, 
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but by every test of logic and heretofore 
accepted theory of law the tax should 
apply only to the value of the property 
rights relinquished. These rights or 
privileges would probably be either so 
contingent as to result in no ascertainable 
value, or, even after deduction of the pre- 
vious life estates, the taxable amount 
would be trivial compared to the value 
of the trust estate. Clearly, the release of 
power to revoke, either by the grantor 
acting alone or in conjunction with a 
beneficiary not having a substantial ad- 
verse interest, would subject the grantor 
to gift tax. Where, however, the rights 
are dependent upon the consent of the 
beneficiary, or consist of contingent and 
remote reversions or privileges, the gift 
tax should not be imposed unless per- 
chance the Supreme Court promulgates 
some new doctrine in its opinions to be 
rendered in the pending cases. 

It is true that the estate tax act allows 
a credit for gift taxes paid, where the gift 
has been made in contemplation of death, 
and for that reason the property is to be 
included in the estate of the decedent, and 
in computing the credit to be allowed 
therefor, the value assigned to the prop- 
erty so given is taken, either at the time 
of death or at the date of the gift, which- 
ever is lower. Therefore, it must be borne 
in mind that the full amount of the gift 
tax actually paid may not be credited 
upon the estate tax. Admittedly, gifts 
made in actual contemplation of death 
should be included in the donor’s estate, 
and in such cases this limited credit 
should be gratefully acknowledged. 

The pitfall to be avoided is the assump- 


Amount of Estate* 


$500,000 
450,000 
398,875 
291,300 
180,800 


Amount of Gift 
0 
50,000 
100,000 
200,000 
300,000 
400,000 68,800 
450,000 12,800 
500,000 0 


Gift Tax Until 1936 
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tion that all gifts heretofore made with 
the bona fide reservation of somewhat | 
limited powers of reversions are exempt 
from estate tax. As already pointed out, 
the release or relinquishment of such 
rights ought to be considered in the light 
of the pending cases and the present scale 
of gift taxes. 


Tax Advantages of Irrevocable Trusts 
Illustrated 

Some illustrations of the advantages 
in federal tax savings which may be de- 
rived through irrevocable gifts as against 
dying possessed of the accumulations fol- 
low: 

Consider the man with a net estate of 
$1,000,000.00 who is desirous of giving 
as much as possible to his family. If he 
gives one-half of it, the family will re- 
ceive $500,000.00 immediately and $385,- 
469.75 upon his death, or a total of $885,- 
469.75 after deducting the gift tax paid 
by the donor during his life and estate 
taxes payable after his decease. Should 
he retain it all until his death, the heirs 
will receive $789,000.00, which results in 
an additional charge of $96,469.75. 

Consider the man of more moderate cir- 
cumstances, with a $100,000.00 net estate. 
If he gives one-half, the family will re- 
ceive $50,000.00 tax free and suffer a 
diminution of the remaining $50,000.00 
on his decease of only $200.00. But, on 
the other hand, if the entire $100,000.00 
is retained and becomes subjected to the 
estate tax, the amount thereof would be 
$4,200.00. 

A schedule based on a $500,000.00 es- 
tate showing its disposition in various 
ways is illuminative: 


Total Tax 


$80,400 
68,900 
59,500 
45,560 
35,736 
32,328 
37,200 
44,325 


Estate Tax 
0 $80,400 
0 68,900 
1,125 58,375 
8,700 36,860 
19,200 16,536 
31,200 1,128 
37,200 0 
44,325 0 


*Remaining after payment of gift tax by deceased donor. 


It is, of course, clear that the possessor 
of a sizable estate might well transfer 
immediately by gift, at least the $50,000 
tax free amount at present permissible. 


If this is not done and the $50,000 re- 
mains tacked on to, say, a million dollar 
estate, only two-thirds of it will trickle 
through to the family or beneficiaries, the 
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other third being absorbed by the high 
rates applicable to the upper brackets of 
the schedule. 


Precautions to Observe in Acceptance 


These examples emphasize the oppor- 
tunities for the services of a competent 
trust company to fulfill the purposes of 
family settlements. In order that the pay- 
ment of the gift tax may relieve the 
grantor from the income tax and his es- 
tate from the confiscatory rates under the 
estate tax, it is necessary that the trust 
be irrevocable or that any right to revoke 
or alter it be dependent upon the consent 
of beneficiaries who have substantial in- 
terests therein. If, as a matter of precau- 
tion against adverse opinions of the Su- 
preme Court, the extremely limited and 
highly qualified rights of revocation or 
alteration are to be omitted, then certain- 
ly the trustee should be vested not only 
with the broadest powers in the selection 
of investments but with unfettered dis- 
cretion to disburse the principal of the 
trust estate for the best interests of the 


beneficiaries. To grant merely succeeding 
life estates, continuing so long as the rule 
against perpetuities permits, is not for 
the better interests of the trust companies 
or organized society. One can not argue 
strongly for the creation of a generation 
or two of remittance men even as against 
confiscatory taxation. Trusts having a 
real purpose to fulfill and properly con- 
structed to that end are not open to such 
objection and should continue to find 
favor in the courts. 


Illinois Trust Figures 

The total amount of trusts held by 
banks and trust companies of the state 
of Illinois on December 31, 1934, as re- 
ported by Edward J. Barrett, Auditor of 
Public Accounts, was $5,503,448,096. 
This figure compares with $2,957,906,000 
of deposits and $3,375,506,000 of total 
banking resources, as reported in Rand 
MecNally’s Bankers Directory. Of the 
total trusts as reported, $5,368,685,000 
were held by Chicago banks and $134,- 
763,000 by banks in the rest of the state. 
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Disbursing Agent 
Paying Agent 





Financial Advertisers Association 


Twentieth Annual Convention, Atlantic City, N. J., 
September 9-11, 1935 


Summary of Trust Development Departmental 


/ \HE metamorphosis that has taken 
place in the banker’s conception 
of “publicity,” which comprehends 

an inescapable and definite responsibility 
for mutual understanding between banks 
and the public, was impressively demon- 
strated before the more than 300 adver- 
tising representatives of banking insti- 
tutions gathered at the recent conven- 
tion of the Financial Advertisers Asso- 
ciation, under the presidency of I. I. 
Sperling, assistant vice-president of The 
Cleveland Trust Company. A new vigor 
and enthusiasm marked both addresses 
and discussions as a result of the reborn 
assertiveness of the banker and trust 
executive against economic illiteracy, 
and was encouraged by the informal na- 
ture of round table discussion adopted 
for the departmental programs. 

The changed complexion of financial 
public relations was well summarized 
by Charles R. Gay, president of the New 
York Stock Exchange, in his comment: 

“Business has become increasingly 
aware that it operates under a popular 
franchise, and that to survive it must 
conduct its affairs so that the franchise 
will be continued. It has come to appre- 
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ciate that no law and no contract can 
protect a business or institution whose 
social merit an intelligent and critical 
public begins to question. 

“In public relations policy, wise man- 
agement has assumed the offensive. In- 
stead of waiting until misinformation 
and prejudices have begotten public in- 
difference and public hostility, such man- 
agement has taken it upon itself volun- 
tarily to render a public accounting.” 

The “stand pat” type of conservatism 
was criticised as presently ineffectual by 
H. B. LeQuatte, president of the Adver- 
tising Club of New York, who urged 
banks to seek “the life-blood of all busi- 
ness”—new business. The application of 
this philosophy to trust departments was 
concisely illustrated by Leslie G. Mc- 
Douall, trust officer of the Fidelity Union 
Trust Company of Newark, N. J., and 
president of New Jersey Bankers Asso- 
ciation, in the following remarks from 
his address of welcome: 

“It seems to me that during the past 
several years there has been too much 
soft-pedaling on the part of banks to 
obtain new business; especially is this 
true in connection with the solicitation 
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of new trust business. I urge you to re- 
sume normal activities in your effort to 
procure new business. I am satisfied that 
the opportunities are just as great to- 
day as they were in the so-called boom 
period. For instance, the new Revenue 
Act of 1935 offers great new business 
possibilities. You have only to realize 
that the gift-tax rates do not become 
effective until Jan. 1, 1936. What an 
opportunity to go out after new trust 
business, particularly irrevocable trusts, 
between now and the close of the year. 
Who is there in this group, however, 
who would not be willing to forego the 
opportunity for new business for a safer 
and saner tax act?” 

Mr. McDouall also made interesting 
comments on fiduciary aspects of the 
recent Social Security legislation: 

“The social security legislation which 
is now law also offers possibilities for 
new business. There are many organi- 
zations who will no doubt approach the 
corporate fiduciaries with a view to hav- 
ing them act as trustees of pension 
plans. This should be profitable business, 
but I warn you not to accept such busi- 
ness until you have been advised by com- 
petent actuaries that the trust or plan 
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being offered to you, as trustee, is sound 
from an actuarial standpoint and that 
it will benefit those for whom it is being 
established. Certainly no corporate fidu- 
ciary desires to accept a trust that may 
fail because of improper and inadequate 
planning.” 


Robert W. Sparks, vice-president of 
Bowery Savings Bank of New York, was 
elected president of the association for 
the coming year; Thomas J. Kiphart, 
publicity manager of Fifth-Third Union 
Trust Co., Cincinnati, was chosen first 
vice-president; William H. Neal, vice- 
president of Wachovia Bank & Trust 
Co., Winston-Salem, N. C., second vice- 
president; George O. Everett, assistant 
vice-president, First Citizens Bank & 
Trust Co., Utica, N. Y., third vice-presi- 
dent; Treasurer, Fred W. Mathison, as- 
sistant vice-president, National Secyprity 
Bank, Chicago; Executive Secretary, 
Preston E. Reed, Chicago. 

Paul P. Pullen, manager business de- 
velopment, Chicago Title & Trust Com- 
pany, was chosen to preside as chairman 
of the Trust Development Departmental 
next year, when the convention will be 
held in Nashville, Tenn. 


The Future of Trust Solicitation 


Address of J. BLAKE LOWE, Vice-President, The Equitable Trust Company, 
Baltimore, Md., Before the Financial Advertisers Association Convention 


RUST solicitation—What is in 
store for it? When one ponders 
over the future of anything, it 
would seem wise to first look back over 
the past, to consider carefully the pres- 
ent and then anticipate the changing 
conditions which will inevitably alter the 
future. 

It is not necessary for me to review 
the past in trust development work. I am 
going to confine my remarks, therefore, 
for the sake of brevity, to the present and 
what it portends for the future. To me, 
three present facts loom large in any 
serious consideration of trust solicita- 
tion— 


(1) Taxation is becoming a dominat- 
ing factor in the large estate. 

(2) A trend toward socialism and a 
smaller average individual estate. 

(3) The advantages of the indirect ap- 
proach to new business. 


Taxation 


Since the passage of the 1934 Revenue 
Act, we have built our own trust develop- 
ment work on a tax foundation, being 
fully convinced that taxes were becoming 
a vital factor in trust development work. 
We followed several lines of action, (1) a 
one-page monthly bulletin containing the 
latest decisions on life insurance and trust 
taxation was sent to a preferred list of 
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local life underwriters and attorneys. The 
life underwriters were chosen for one of 
two reasons—either they were trust- 
minded or they were contacting and sell- 
ing the wealthier classes, (2) one officer 
in our organization devoted a large part 
of his time to a study of our tax laws, and 
all current tax decisions. 

Gradually, over a period of time, we 
have built up in the minds of many of 
these life underwriters and attorneys a 
reputation for tax knowledge. The result 
is that we have received many calls for as- 
sistance in tax problems from both 
groups. 

To give you a concise picture, I am go- 
ing to cite two important recent cases to 
illustrate the practical value of the tax 
approach in trust work. 

(1) A wealthy manufacturer recently 
went to his attorneys to work out a tax 
plan for his estate. He had no contact with 
our Company and did no business with us. 
The attorneys, however, familiar with our 
work, came to us for advice in solving 
their client’s problem. Without obligation, 
we spent considerable time and effort in 


| working out for them a plan which pro- 


duced material tax-savings, and which 
met with the approval of their client. The 
attorneys then recommended our Com- 
pany, stating that we deserved the busi- 
ness on the basis of our work. The result 
was that we secured a large trust and a 
valuable commercial contact. This case 
was closed several months ago, but im- 
mediately upon the passage of the new tax 
bill, we sent to this client a schedule show- 
ing the new taxes now in effect and the 
new Gift Tax rates, with the result that 
he is now planning to create an additional 
Irrevocable Living Trust of substantial 
size. 

(2) A life underwriter, just before the 
passage of the last tax bill, was discussing 
the significance of taxes with his client. 
Again, said client had no contact with our 
Company, but on the recommendation of 
his insurance advisor, called us into con- 
sultation. We worked out his plan and se- 
cured four valuable trusts. 

We have found it necessary, not only to 
know the tax laws, but also how to draw 
the instruments, which are essential to 
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make the tax-saving effective. We are, of 
course, not allowed to draw these papers 
for the client, but upon the attorney’s re- 
quest, we can give to the latter either de- 
tailed suggestions or the actual legal 
phraseology essential. In most instances, 
needless to say, our suggestions are grate- 
fully received by the attorneys and the 
completion of the work materially facili- 
tated. 

Taxation, in my opinion, is of vital sig- 
nificance in the future of trust solicita- 
tion. We have had for some time a rising 
trend in tax rates. It has become a domi- 
nating factor in the large estate. Each 
new tax bill gives the tax-minded trust 
company thousands of dollars of publicity. 
Taxes have become the motivating factor 
in many estate plans. They cannot be ig- 
nored. The trust company which is look- 
ing ahead, therefore, must develop a tax 
approach. 


Socialism and the Smaller Estate 


In speaking of the second phase of my 
subject, I cannot offer an experience, but 
merely my own opinion. We are living in 
a period of changing conditions. To me, 





there is an apparent trend towards a so- 
cialistic system. If this trend continues, it 
will undoubtedly have a marked bearing 
on the future of trust solicitation. 

Banks and trust companies throughout 
the country have found it necessary to de- 
velop ways and means of handling the 
small savings account economically, either 
by reducing the rate of interest, or elimi- 
nating interest altogether on the smaller 
account. They have likewise met the prob- 
lem of the small checking account with a 
service charge. Many banks, today, have 
found it necessary to add a Personal Loan 
Department and the small loan has be- 
come an essential and lucrative field for 
these institutions. We must now go a step 
further and work out some feasible plan 
for economically handling the small trust. 

The present program in this country of 
breaking down big business, of taxing in 
many instances, practically out of exist- 
ence, the larger estates, are going to have 
a bearing on future individual estates. It 
is not unreasonable to assume that the 
average future estate will be smaller. 

Aside and apart from this future trend, 
however, is the fact that trust companies 
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today are not set up to handle, efficiently 
and economically, a large volume of small 
estates. Trust companies, by and large, 
are following one of two courses—first, 
either soliciting and accepting the small 
trust and handling it at a loss, or second, 
refusing to accept trusts below a mini- 
mum size and thereby failing to render a 
valuable service to the man of average 
means. 

I am not going to attempt a solution to 
this problem. In considering, however, the 
future of trust solicitation, we must rec- 
ognize it to be a problem and one which 
requires a satisfactory solution if we hope 
to keep pace with the present economic 
trend and to develop a tremendous poten- 
tial field for new trust business. 

The commingled fund or trust may be 
the answer. 

The only steps which we have taken in 
our own company, up to this time, is to 
establish a minimum annual fee for trust 
service. 


Indirect Approach to New Business 


A book could be written on the ways 
and means of getting new trust business 
attempted by banks during recent years. 
Another volume would then have to be 
published presenting the reason why 
these plans did not succeed. From my own 
experience, by a process of elimination, 
one successful method comes out of the 
fire of analysis unscathed. The proper 
execution of this plan will build trust 
business on a firm foundation. 

Trust companies today are, by and 
large, following one of three courses in 
their pursuit of more and better trust 
business. First, increasing their appro- 
priations and aiming their advertising 
and solicitors at a multitude of prospects. 
Second, continuing to use obsolete weap- 
ons of attack; third, ceasing to fire alto- 
gether. 

If there is one outstanding defect to- 
day in trust promotion work, it is the at- 
tempt to cover too great a territory in 
development, and the failure to concen- 
trate effort on one practical mode of at- 
tack. Any successful future development 
program necessarily should incorporate 
certain fundamental methods of selling 
and be free from the defects of past ex- 
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perience. Employee campaigns, for in- 
stance, for trust business, have no place 
in the organization that is building on 
solid salesground. Such campaigns are 
ephemeral—the employees reach a peak 
and then a collapse. The business secured 
usually follows in the same order. A lot 
of it comes in under pressure and goes 
out under fire. 

An advertising program that has no 
direct follow-up is wasted effort. Trust 
companies have no product that comes in 
pretty packages with a _ trade-marked 
label. It performs a public service and the 
individual that represents a bank is the 
stamp upon which the public will place its 
approval or disapproval. Trust company 
advertising can and should picture an in- 
stitution to the people. It can pave the 
way by acquainting the public with the 
institution and the service it renders. It 
does not, however, sell Wills and Trusts. 

Indirect selling is more potent than di- 
rect selling. The proper entree to one good 
prospect is worth a hundred calls on fifty 
suspects. It is the same old story—a cold, 
direct call may be ten per cent. effective; 
an indirect approach with the proper con- 
tact is very likely to be ninety per cent. 
effective. 

In our own company, we have had a 
Trust Development Department for only 
six years. During that period, we have 
spent a great deal of our time in develop- 
ing valuable life insurance and attorney 
contacts. We have, of course, seen the 
pendulum swing away from trust com- 
panies in both groups and yet a large per- 
centage of our trust business emanates 
from either the insurance man or the law- 
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yer. The trust company is set up and 
equipped to perform a service that, in 
many instances, neither of these groups 
can meet. The pendulum is certain to 
swing back. 

Let me briefly summarize what I con- 
sider the major factors in the future of 
trust solicitation. 

(1) Taxation is a vital factor in the 
large estate. It is becoming increasingly 
important in the approach to new busi- 
ness. 

(2) We must learn how to handle, eco- 
nomically, the small trust estate—the 
same as we are learning how to handle 
other small business in large volume. 

(3) An indirect approach to new busi- 
ness is more effective than the direct ap- 
proach. 

(4) Effort should be concentrated on 
one practical plan of attack, and your 
trust guns pointed in the right direction 
at a limited number of real targets. 


Personal Solicitation Follow-up 

In the informal discussion which fol- 
lowed Mr. Lowe’s address, attention was 
given largely to the question of the effec- 
tiveness of direct mail solicitation when 
unsupported by personal solicitation. 
Ralph M. Eastman of the State Street 
Trust Company, Boston, took issue with 
the statement that direct mail without 
personal solicitation was useless. After 
citing the successful experience of his 
own institution in obtaining new business 
by the direct mail method, he expressed 
the opinion that no bank should hesitate 
about using direct mail even though the 
available budget does not permit the hir- 
ing of a solicitor. This view was shared 
by Samuel Marsh of the First National 
Bank of Chicago, who said, however, that 
when his institution supplemented direct 
mail with personal solicitation, “we 
brought in much more business than we 
had by direct mail alone.” 

Fontaine LeMaistre of the Barnett Na- 
tional Bank, Jacksonville, Fla., said that 
he had “communicated with forty differ- 
ent banks over the country with reference 
to direct mail, and every one of them state 
that personal contact is necessary as an 
adjunct to direct mail.” 

Mr. Lowe elaborated on his reference 
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to the indirect selling approach. “What I 
meant by that was making our contact 
with the prospect through another me- 
dium, whether it is the insurance man or 
the attorney or a customer already in our 
trust department which gives us an entree 
to that individual. In other words, we like 
to be put in the buyer’s position instead 
of the seller’s, where we go in at the 
request of somebody or where they want 
us to answer certain questions. We have 
talked a good deal at various insurance 
agencies in Baltimore and we have gradu- 
ally built up, I think, a feeling that we 
know the tax problems and are able to 
use our knowledge in eliminating a great 
many of them or reducing them in regard 
to the estate. In other words, a great 
many insurance men will come to our com- 
pany, I believe, with the idea that they 
are going to get information from us, and 
that leads to a lot of business.” 

Emphasis was placed by several speak- 
ers upon the importance of thorough 
training for those who answer questions 
raised by prospective customers. This 
phase of the Ciscussion was summarized 
by Ernest L. Anderson, assistant trust 
officer of the Rhode Island Hospital Trust 
Company, Providence, R. I., who pre- 
sided. “We must be sure that the fellow 
who does represent us in talking of any 
of our services knows what he is talking 
about.”’ C. Merrill Schlosser of the Cam- 
den Safe Deposit and Trust Company, 
Camden, N. J., said that “in our trust 
department we have always required a 
minimum of six months of trust depart- 
ment training before a solicitor can go 
out. You can hardly call it trust training, 
but as you know there is a lot of general 
follow up in connection with trust work.” 

S. F. Joor, Jr., of the First Trust and 
Deposit Company, Syracuse, N. Y., raised 
the question as to whether officers of the 
commercial department could be used 
effectively in handling trust prospects. 
Miss Louise B. Moyer of the Plainfield 
Trust Company, Plainfield, N. J., ex- 
pressed the opinion that “if you can get 
a commercial man into a personal djscus- 
sion and make an appointment with the 
trust officer or the solicitor, it works out 
nicely. But from our experience it should 
not be assigned promiscuously.” 





For What Type of Trust Service Will There Be the 
Greatest Future Demand? 


From address by C. MERRILL SCHLOSSER 
Trust Officer, Camden Safe Deposit & Trust Company, Camden, N. J. 


My personal opinion is that the perma- 
nent future trend of the trust business 
will be very largely in the direction of 
testamentary work. While it is difficult to 
obtain comprehensive statistics to bear 
out this contention conclusively, it is, I 
believe, amply justified by the facts and 
figures that have come to my attention. 

Studies which I have recently made in 
connection with what might be termed 
representative trust accounts covering 
new appointments seem to warrant the 
belief that the number of voluntary or 
living trusts tends to increase when times 
are good and decrease during years of 
widespread business depression. Testa- 
mentary trust business, on the other 
hand, does not seem to be subject to these 
fluctuating tendencies but is more or less 
of a stable character. This is doubtless 
due to the fact that neither good times 
nor bad seem to exert any great influence 
on the making of wills which are drawn 
up throughout every year fairly evenly, 
without regard to seasonal or economic 
conditions. 


Comparative Data on New Business Trends 


In a survey reviewed this year in a sup- 
plementary report published by the 
Financial Advertisers Association, it was 
pointed out that during 1933 and 1934 
prospective fee business, as represented 
by wills and life insurance trusts in prac- 
tically all cases exceeded the volume of 
immediate fee business. While the spread 
in percentages obtained showed that some 
banks placed more emphasis on such im- 
mediate fee business as living trusts and 
agencies, the average revealed a 72 per 
cent prospective fee business and 28 per 
cent immediate fee business. These fig- 
ures speak for themselves. 

As a case in point, permit me to present 
specific comparative figures covering a 
four and one-half year period—from the 
beginning of 1931 to the middle of 1935 
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which I have been able to obtain from a 
bank which does a fairly large volume of 
trust work in all its branches. These fig- 
ures show the following interesting re- 
sults: 1931—83 per cent wills, 15 per cent 
insurance trusts, 2 per cent voluntary 
trusts; 1932—81 per cent wills, 15 per 
cent insurance trusts, 4 per cent volun- 
tary trusts; 1933—84 per cent wills, 8 
per cent insurance trusts, 8 per cent vol- 
untary trusts; 1934—85 per cent wills, 13 
per cent insurance trusts, 2 per cent vol- 
untary trust; first half of 1935—86 per 
cent wills, 10 per cent insurance trusts, 4 
per cent voluntary trust. 

Going back still further to 1925 and 
continuing through for each succeeding 
year up to the middle half of 1935, figures 
obtained from the same institution lead to 
some significant conclusions in support 
of my contention that the trend of trust 
service will favor testamentary business 
during the years to come. These figures 
show that from 1925 up to and including 
1931, of all appointments, 55 per cent 
were voluntary and insurance trusts as 
compared with 45 per cent testamentary 
appointments. An entirely different trend, 
however—which may be said to be in- 
dicative of what we may expect in the 
future—is revealed by the figures from 
1932 up to and including the middle of 
1935 which show that of all appointments 
only 16 per cent were voluntary and in- 
surance trusts, whereas 84 per cent were 
testamentary appointments—represent- 
ing a ratio of more than five to one in 
favor of testamentary business. 

There is no denying the fact that the 
depression has tended greatly to diminish 
within recent years the value of estates 
and thus curtail considerably the market 
for corporate fiduciary service. Neverthe- 
less, it is worthy of note that public in- 
terest in this service is now as great, if 
not greater, than ever before. The recent 
upward trend in taxes on estates, gifts 
and personal incomes in the higher brack- 
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ets should have the effect of enhancing 
particularly the value of testamentary 
trust work as performed by well organ- 
ized, efficiently conducted trust com- 
panies. 

A recent experience of our Company 
may serve to illustrate the effectiveness 
of timely appeals for establishing desir- 
able testamentary trust contacts and, at 
the same time, serve to show the interest 
of men of property in ways and means de- 
signed to effect proper savings by mini- 
mizing taxes wherever feasible and prac- 
ticable. 

While Congress was still in session, 
considering the Administration’s new tax 
program, we published a brochure en- 
titled, “A Timely Discussion of the 
Wealth Tax.” This was subsequently 
mailed to a selected list of about 900 peo- 
ple whom we believed would be interested 
in the then pending tax levies, considered 
in relation to their estates. In addition to 
reviewing the significance of the new 
taxes and presenting constructive recom- 
mendations, we offered in this brochure 
to send a copy of our booklet, “Your Es- 
tate Today and Tomorrow” and a pamph- 
let showing revised rates on income, gift 
and Federal Estate taxes. The returns re- 
ceived from the mailing were approxi- 
mately 7 per cent in terms of inquiries, 
and greatly exceeded our expectations. 
Without exception, all the inquiries were 
made in connection with our testamen- 
tary trustee service. * * * 


Effects of Economic Changes 


In considering the probable future of 
the trust business, we must keep in mind 
that it will at all times be affected by 
changing economic conditions. A study of 
what has happened in the past bears this 
out. For example, during the boom times 
of 1928 and 1929, there was a substantial 
expansion of the market for trust ac- 
counts, especially testamentary appoint- 
ments. For the most part, newly acquired 
fortunes constituted the basis for this in- 
crease. 

Those who were wealthy, looked opti- 
mistically to the future and their wills 
were made out accordingly, bequeathing 
to succeeding generations fortunes which 
subsequently proved to be, to a very great 
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extent, fictitious. During this period a 
considerable portion of profitable living 
trust business was secured by corporate 
fiduciaries, but at least some of the testa- 
mentary business was, as later develop- 
ments proved, of no greater value than 
the paper profits on which it was based. 

This state of affairs continued, with 
but slight modifications, until 1932 when 
trust business generally began to fall off, 
due to the shrinkage of market values and 
the diminishing number of people with 
substantial estates that would justify the 
appointment of a corporate trustee. * * * 

In this connection, it is worthy of note 
that the testamentary trust business pro- 
duced in 1932 has been estimated—on a 
statistical basis—to have a dollar-and- 
cents value approximately three times 
greater than the same type of business 
developed in 1929. If this calculation is 
well-founded, the conclusion appears to be 
justified, then, that errors made by trus- 
tees in appraising the value of estates 
may be just as great when times are good 
as when business is in the doldrums. * * * 

Other surveys made have shown that 
the average run of trust business can rea- 
sonably be expected to comprise about 20 
per cent of accounts to yield immediate 
income and 80 per cent representing wills 
and trusts which become effective upon 
the decease of the maker. 

This preponderance in favor of testa- 
mentary trust business versus living 
trusts and other fiduciary appointments 
suggests its own conclusion as to what we 
may expect. I feel quite confident that 
those trust companies who direct a large 
portion of their advertising and personal 
solicitation efforts toward obtaining de- 
sirable will appointments will be well re- 
paid. 


Reestablishing Public Confidence 
in Trust Companies 


Methods required to restore public con- 
fidence in corporate fiduciaries were dis- 
cussed by J. E. Wright, manager of the 
new business department of the Fidelity 
Trust Company, Pittsburgh. 

“We ought to go back a little and think 
of why we lost the confidence of the pub- 
lic. There was a great misunderstanding 
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of trust companies, and I think that was 
due in some measure to our own adver- 
tising. People got the notion pretty gen- 
erally, that once they put their funds in 
a trust company those funds were beyond 
all peril. We can all recall the advertising 
we used to read that conveyed that im- 
pression. We got bad publicity not only 
in the newspapers but around the bridge 
tables.”” The first thing to do, he said, is 
“to accept all the responsibility that the 
trusteeship implies. Get away from this 
fear of being surcharged for a loss, for 
with all our experience and all the sources 
of information we have, if we can’t make 
investments and manage trust accounts 
we ought not to be in the business.” 
Emphasizing the impressiveness of 
courtesy and tact on the part of all 
bank officers, he said, “There has been 
some sidestepping and evasion and half 
promises and it has broken down a lot of 
confidence in the trust company itself.” 
The third requirement is to advertise, 
he continued. “‘A lot of people don’t know 
what we can do or what we stand for or 
what we can’t do under our charters and 
under the laws of the state in which we 
work. * * * We can tell what an extraor- 
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dinary variety the trust service compre- 
hends. A lot of people don’t know that we 
do anything except clip coupons. We 
should tell them that we analyze securi- 
ties, make income returns, pay bills, all 
the time collecting called bonds and rais- 
ing children. Our principal trust officer 
last year had twenty-four children in col- 
lege. He helped all those children pick 
their schools and he gives them their 
allowances, sees that they go to the 
dentist and occulist, writes to them, and 
on two occasions when they got into 
trouble he got a plane and flew down there 
and got them out of trouble. That is how 
personal the trust business is, but people 
don’t know that. 

“We have a tremendous lot of human 
interest stories to tell people and it will 
make good reading and help to re-estab- 
lish this confidence that we had for so 
many years. Let the public know that in 
our institutions we have at all times a 
body of men who are kindly and compe- 
tent, sympathetic and reliable, that they 
are experienced in dealing with all kinds 
of problems, and trying in many ways to 
take the place of the father when the 
father has gone.” 


How Can the Public Be Educated In What 
Trust Companies Do? 


From address by L. R. DUTTON 
President, Jenkintown (Pa.) Bank and Trust Company 


We have a continued new public as a 
prospect for trust service, a changing 
type of service to be rendered, and our 
trust companies have a changing person- 
nel to perform the service required. * * * 

For the company that has long exer- 
cised trust functions, it may seem, from 
a surface inspection, that it has only to 
continue the orderly processes that have 
been responsible for its early progress. 

No matter how securely any organiza- 
tion may be entrenched today, many of 
the earlier trusts are reaching a termina- 
tion and there is no assurance that in the 
near future an aggressive competitor will 
not make serious inroads upon present or 


prospective business. Consequently, the 
more progressive trust companies are con- 
stantly on the alert to learn of and ap- 
propriate new avenues by which they may 
obtain customers. While more distant 
fields look greener than the ones imme- 
diately in sight, we suggest first the edu- 
cation of officers, directors, stockholders 
and employees of the institution. 
Whether the estates of bank officers and 
directors be large or small, it is vital that 
the trust department of their banks be 
named as executor, or co-executor or trus- 
tee. Instances where, after the death of a 
bank director or officer, records reveal 
they failed in naming their own institu- 





246 


tions has resulted not only in embarrass- 
ment to trust officers, but has unfavorably 
influenced prospective good business. Per- 
sonal example and influence in such in- 
stances are more potent than the spoken 
word. Loyalty and cooperation of those 
directly interested in this respect not only 
creates a spirit of enthusiasm and confi- 
dence in those engaged in soliciting trust 
business, but has a favorable influence on 
the public at large. 

An officer may be a living example by 
displaying evidence of faith in his insti- 
tution—a card which carries the silent 
message—‘“I have provided for the care 
of my estate by the Bank and 
Trust Company as my executor and trus- 
tee,” signed in the handwriting of the 
officer, should be inserted under the glass 
top of the officer’s desk within the direct 
view of the person facing the desk. 

In some instances the card has been 
supplemented by a large lobby display to 
the effect that a group of various execu- 
tives have executed wills and designated 
their trust department to administer 
their estates. 

These suggestive methods of creating 
interest direct attention to the next circle 
of our public to be informed—the group 
of depositors and users of the various 
services of the financial institution. They 
provide not only the largest group but the 
most prolific field for our informative ef- 
forts. The methods to be employed in con- 
veying information to present customers 
and other persons to be reached may be 
classified in a general way as follows: 

1. Personal Interviews: By officers 
or outside solicitors, the interview to 
be with a selected list of persons; 

2. Direct Mail: Should include per- 
sonal letters, monthly trust pamphlets, 
or booklets, descriptive of various 
types of service—to be mailed fre- 
quently and constantly to a selected 
list of prospects. 

3. Indirect Methods: This will in- 
clude newspaper ads and reading news, 
lobby and outdoor signs, speakers at 
men’s service and luncheon clubs or 
women’s clubs, radio, etc. * * * 

We may say fairly accurately that the 
foundation stones upon which success in 
trust administration in smaller communi- 
ties will be built are— 
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1. Education of the public to the 
usefulness of the service and the in- 
dividual’s need of it in his affairs. 

2. Confidence in the strength of the 
corporate organization. 

3. Faith in the ability of the official 
personnel. 

4. Assurance of permanency of sat- 
isfactory management. 

The management of a trust company 
should see that its customer conveniences 
and equipment in its building are ade- 
quate. They should see that performance 
by the officers and employees measures up 
to the promise of the printed word. The 
officers and employees should have been 
selected for their good judgment, capac- 
ity, neatness and friendly disposition. 
Such a group should contain only those 
who possess the “Service Motive’’ in life. 
Where this spirit is present they will 
create an atmosphere or environment of 
customer consciousness that will be evi- 
dent in all personal interviews as well 
as telephone and letter contacts. It is the 
sum of these favorable impressions which 
produces friendly public relations—con- 
ditions thus created provide, in turn, a 
fertile field of customer public for the 
planting of seeds of knowledge of various 
trust department services. 


Cooperation With the Press 

After Mr. Dutton’s address the ques- 
tion was raised as to what active steps 
had been taken for cooperation with the 
press to avoid misleading statements as 
in the case of suits, and to obtain publi- 
cation of human interest stories or gen- 
eral articles of a non-technical nature. J. 
Mills Easton of the Northern Trust Com- 
pany-of Chicago gave an intimate account 
of methods pursued in that city. “I try to 
get the estate man to notify me three or 
four days in advance of filing the will,” he 
said. “In that case I can write a story and 
submit it, if the heirs are willing and the 
situation is clean, and I try to leave my 
name in the story so that they can’t take 
it out. In other words, to take it out it 
has to be entirely rewritten.” He men- 
tioned also the fact that through the co- 
operation of local banks, the Chicago 
Journal of Commerce is publishing a 
weekly article on trust service written by 
one of the editors of that paper. 
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Jacob Kushner of the United States 
Trust Company of Paterson, N. J., com- 
mented on the importance of this question 
in his state today, saying, “We want to 
contact the newspapers and get the bank’s 
side of the story in the papers,” especially 
citing those instances where publicity on 
a decision might be unfavorably inter- 
preted. He also referred to the establish- 
ment of cordial relations with the probate 
court to avoid unnecessary publicity em- 
barrassing to beneficiaries, and concluded, 
“It is about as fine a thing as bankers can 
do if they maintain contacts with the 
newspapers.” 

The advantages of giving reporters ad- 
vance information in connection with 
wills of prominence were mentioned by 
Mr. Anderson, who said that the trust 
institutions of Providence had found the 
practice very satisfactory. Mr. Anderson 
mentioned also the unfortunate situation 
created when a friendly suit is started 
and the facts are misinterpreted. The 
danger of such misinterpretation is less- 
ened when the reporters get into the habit 
of coming to the trust men for news. 

W. E. Brockman of the Northwest Ban- 
corporation, Minneapolis, said that when 
a will is to be filed, “we summarize the 
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terms of the will a day in advance and 
give it to the newspapers at nine o’clock 
in the morning and tell them it is going 
to be filed at twelve o’clock, so that all they 
have to do is to take our transcript for 
they want to get it as quickly as possible. 
In that way we can have quite a leeway 
as to what the papers print. We have 
three papers and if a suit is filed against 
the company the reporter tells us. If he 
doesn’t do it the rewrite man will call up 
and ask about it, so that we have that con- 
tact. You can’t control it, of course, but 
it has worked very satisfactorily.” 

Donaldson B. Thorbune of the Bank of 
America, San Francisco, said that in San 
Francisco each trust man “maintains 
touch directly with the newspapers as far 
as his activity itself is concerned, and 
then the Associated Trust Companies of 
Central California has engaged a contact 
man with the papers, a former editor of 
the San Francisco Examiner, and he has 
been able to interest both morning papers 
in San Francisco in writing an educa- 
tional story every Sunday on trust activi- 
ties for the benefit of the group as a 
whole, and also keeps in touch on matters 
which represent the entire group.” 


The Effect of the New ‘“‘Tax the Wealth” Program 
On Future Trust Business 


From address by A. D. BOWIE 
Trust Officer, Security Trust Company, Wheeling, W. Va. 


Owners of real estate and non-liquid 
securities will be the worst sufferers. A 
non-liquid security in an estate is ap- 
praised at its book value. If this security 
were listed on an exchange, it would be 
selling at probably two-thirds of the book 
value and appraised at the selling price. 
For example, suppose there is an estate 
owning a large volume of non-listed stock, 
which must be liquidated immediately to 
pay the death taxes. A few shares of this 
non-listed stock could be sold at $100 per 
share but the large volume could be sold 
only at an average price of $50 per share. 
In this case, the government would re- 


quire that the stock be appraised at $100 
per share, thereby creating an immediate 
loss from the appraised price. 

Because of the increased income taxes 
up to 75 per cent, great wealth can no 
longer be amassed and, because of the 
death taxes, it cannot be passed from gen- 
eration to generation. Therefore, if fu- 
ture generations cannot inherit or earn 
and save great fortunes, the passing of 
the wealthy of the present generation will 
end most of the profitable estates for 
trust companies to administer. 

The only encouraging feature of the 
new tax bill is the fact that the new Gift 
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Tax does not go into effect until January 
1st, 1936. This should mean a large vol- 
ume of irrevocable living trusts. A man 
can divide his estate by a trust and escape 
the high income surtaxes and high brack- 
ets in the estate tax return. He can also 
secure a $50,000,000 Gift Tax exemption 
and another $40,000 Estate Tax exemp- 
tion. These trusts are always welcome to 
the trust companies but with a trust com- 
pany’s large overhead expenses, few could 
exist without commissions from sizable 
estates at regular intervals. 

The new estate tax is now so serious 
that it is doubtful whether the beneficia- 
ries from a semi-liquid ten-million-dollar 
estate would be as well off as the bene- 
ficiaries of a similar million-dollar estate 
after all taxes and expenses are paid. The 
wealthy people will probably rebel against 
these unwarranted confiscations and 
many old and new forms of tax avoidance 
will be devised, some of which will prob- 
ably work and some of which will fail. 
Taken as a whole, the pendulum has 
swung much too far to the left. All this 
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will probably mean smaller estates for 
trust companies to handle in the near 
future and the size of estates will con- 
tinue to diminish with the coming gen- 
erations. 

It is, therefore, up to each one of us 
interested in trust development to see 
that our representatives are cognizant of 
these facts and will do all in their power 
to establish more just and equitable taxes. 
If this is not done, we will have no more 
philanthropists to give of their excess for 
the establishment of hospitals, schools, 
parks, Y. M. C. A.’s, etc., and no capital- 
ists to establish new industries and give 
honest work to the millions of the now 
unemployed. 

The Income tax was first imported from 
Europe by President Wilson in 1913. The 
exemptions were liberal and only a few 
paid any tax under the Act, and then 1 
per cent for both individuals and cor- 
porations. Gradually the entering wedge 
has been driven in, a little at a time, so 
as not to break things wide open, until 
today it is far reaching and practically 
confiscatory. The Estate Tax was first 
passed as an emergency war measure 
about 1916. At that time the government 
promised the states that it would invade 
their domains only during the emer- 
gency. Now that it has secured a foot- 
hold, it will not withdraw but insists on 
advancing. * * * 

Today the wealthy are in a huge poker 
game and the “kitty” takes about 60 per 
cent of all the winnings and it will be 
only a short time until all the players are 
broke and the “kitty” has the money. If 
the game is to go on—if the players are 
to continue their play—this change is not 
only desirable, it is indispensable: the 
percentage of the “kitty” must be mate- 
rially reduced! To this much-to-be-de- 
sired end, let us, interested in trust devel- 
opment, devote our serious attention! 


Proper Presentation of Tax Sav- 
ings in Trust Solicitation 


The question, “Is it wise to solicit trust 
service on the basis of tax saving?” was 
answered in the negative, under certain 
qualifications, by Ralph M. Eastman, 
Vice-President of the State Street Trust 
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Company, Boston. “We have never so- 
licited business on anything but confi- 
dence in our institution,” he said. “We 
feel if a person is going to enter into 
such close relations with us he must have 
complete confidence in our ability to han- 
dle anything that comes to us in carry- 
ing out the duties he has given us. We 
believe this tax situation is a vital factor 
in the handling of an estate and for the 
future and we believe it should be given 
every consideration. However, we don’t 
think it is any more important than many 
other factors that enter into that work. 
* * * We have never been very keen about 
recommending irrevocable trusts. There 
are particular cases where we feel they 
should be used and we haven’t hesitated 
to recommend them in those situations.” 
He mentioned also the possibility that 
taxes eventually may be reduced, in which 
event a customer who had been induced 
on the tax argument alone to create an 
irrevocable trust would be disgruntled. 
“We think it is important to have our 
customers feel that we are careful and 


on our toes about investments,” he con- 
tinued. “It might be that by handling 
their affairs we can save more for them 
in the way we handle their securities and 
investments than we could save on taxes 
for them. That is a possibility. We do 
not overemphasize tax saving any more 
than we do any other important factor in 
trust administration.” 

Mr. Eastman’s opinion on this subject 
was shared by R. E. MacDougall of the 
Provident Trust Company of Philadel- 
phia, who spoke on the subject, “Methods 
of presenting to prospects tax savings 
possibilities through trusts.” To be 
assigned such a subject, he said, “is like 
asking Stalin of Russia to talk on the 
advantages of capitalism. It presupposes, 
in the first place, that it is sound sales 
policy, and I quite agree with Mr. East- 
man that it isn’t. I think many of us have 
been through the period in which we 
have sold many seemingly loophole-less 
schemes for saving taxes. * * * We have 
also lived to see a number of those plans 
knocked into a cocked hat.” 
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Among the arguments advanced by Mr. 
MacDougall against recommending irre- 
vocable trusts for tax saving was that “if 
the taxes remain as they are at present, 
the accumulated interest on the gift tax 
paid today, if you live long enough, may 
far exceed the federal estate tax that 
your estate will have to pay.” 

In concluding his remarks, Mr. Mac- 
Dougall said, “I don’t mean to say that 
our company doesn’t seize every available 
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avenue of approach in saving taxes, but 
we believe that as a matter of initial sales 
policy the solicitation of irrevocable 
trusts on the basis of tax saving is un- 
sound. * * * We like the human interest 
idea, the personal interest that the trust 
company can and will take in the arrange- 
ment and management of a man’s affairs 
after he is gone. * * * In other words, in 
Philadelphia, provincial Philadelphia, I 
will say we find that the purse strings are 
not as strong as the heart strings.” 


To What Extent Does Direct Mail Advertising 
Help in Trust Solicitation? 


From address by FONTAINE LE MAISTRE 
Assistant Trust Officer, Barnett National Bank, Jacksonville, Fla. 


tiously believe that they have solved 
this problem and have reduced the 
answer to mathematical terms. In fact, 
they can show you figures to prove that 
direct mail advertising alone has been the 
proximate cause of increased trust busi- 
ness. To my mind, this school of thought 
is as completely wrong as that which ar- 
bitrarily states that direct mail advertis- 
ing, when applied to trust business, does 
more harm than good. 
I shall ask four questions. As they are 
answered, so will our own problem be 
answered. 


I KNOW there are those who conscien- 


First: In your direct mail, what is 
the material used? 

Second: How is it presented? 

Third: To whom is it presented ? 

Fourth: How is it followed up? 


In order to present you with a cross 
section of the opinion of trust men in the 
various sections of the country, I have 
written to many and have put the question 
squarely to them. About two-thirds are 
favorable to the use of direct mail in some 
form; the other one-third does not feel 
that it has a place in trust solicitation. 
Quoting directly from their letters, of the 
material used, one says: “The form of the 
material is of prime importance.” An- 
other says: “We have found good copy 


difficult to obtain and this, of course, plays 
an important part in the results of a cam- 
paign.”* 

And here is a very interesting com- 
ment: “If it is really direct mail and not 
‘canned’ material, it is tremendously help- 
ful * * * by ‘canned’ material, I mean 
processed letters filled in and sent to a 
large mailing list * * * by direct mail, I 
mean a personal letter actually written 
and signed by an officer or other person in 
the bank, to a personal or business friend 
paving the way for the new business men 
to call and discuss trust business.” 

Of the mailing list, one says: “Helpful- 
ness of campaign in trust solicitation 
primarily depends on the effectiveness of 
the material and the care with which the 
mailing list has been selected.” 

Another says: “Promiscuous direct 
mail advertising lowers the quality of the 
appointments * * * increases the acquisi- 
tion cost.” 

The following comments are indicative 
of the general opinion: “Mailing lists 
should be built up on the basis of quality 
rather than quantity.” “Selection of the 
prospect list should result in your direct 
mail reaching only those whose business 
you actually want.” 

As to general views, some are enthusi- 
astic; one says: “It appears to be one of 
the best ways to obtain permission to call 
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and discuss a delicate subject.” Another: 
“Valuable, particularly if it is followed up 
by well-trained trust department solici- 
tors,” and: “Helpful in determining type 
of service in which the prospect is inter- 
ested * * * makes it possible for a trust 
representative to approach the prospect 
from the proper angle’—‘Revives in- 
terest of dormant prospects; maintains 
interest of prospects who have definitely 
indicated they do not wish to be solicited 
personally for six months or a year’— 
“Effective in bringing trust service to 
attention of prospects such as women, 
men retired from business, and others 
whom it is possible to contact only at 
their residences.” 

This comment is very prevalent: “Re- 
duces the number of the solicitor’s in- 
effective calls and paves the way for him,” 
and one says: “Almost essential in con- 
nection with personal solicitation.” 

Others are not so enthusiastic in their 
views, for example: “The only mail ad- 
vertising we have ever thought worth 
while in connection with trust solicitation 
has been letters offering to mail material 
which we get up about trusts, taxes, etc. 
I think the solicitation of trust business 
has to be maintained on a much higher 
plane than bank accounts or dealings in 
securities. We believe that letters solicit- 
ing trusts would do more harm than 
good.” 

Another interesting comment: “Best 
source of trust business for us is the 
present customers of other departments 
of the bank—if we bend all our efforts to 
handling our present business well, our 
customers will give us the very best kind 
of advertising we can possibly get. * * * ” 

It is significant to note that none of 
those questioned quote figures showing 
the extent to which direct mail advertis- 
ing has helped in trust solicitation. Their 
comments are confined to generalities, 
many of which are pure speculation. 

I think that when figures are prepared 
to show the extent to which direct mail 
advertising helps trust solicitation, they 
are often very misleading. For example, 
it has been said that a direct mail cam- 
paign followed by personal solicitation is 
responsible for cutting down the average 
number of solicitors calls from thirteen 
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to seven. That, to me, does not present the 
full case—there are too many other fac- 
tors to be considered. Direct mail adver- 
tising is, at best, a cog in the wheel of 
trust development. It is only one item in 
a new business program—and it is not the 
most important one, at that. Personal con- 
tact will ever be the heart of successful 
trust solicitation. Advertising in any 
form is a leader in the sense that it pre- 
pares the way for this personal contact. 
In conclusion, let me give my idea of 
how direct mail advertising should be 
used in order that it be most effective: 


First: The material must be timely, 
truthful and capable of arous- 
ing and holding interest—it 
must also be sincere. 

Second: It must be presented in a dig- 

nified manner at frequent in- 
tervals and it must be personal 
—not “canned.” 
The mailing list must be very 
carefully prepared. Only those 
whose business you want 
should be on it; stress should 
be laid on the quality and not 
the quantity of the list. 

Fourth: Personal follow-up must be 
made quickly and efficiently. 

If these rules are adhered to, I believe 
you will find that direct mail advertising 
is a very distinct help to trust solicitation. 


Research Committee Report 
Presents Probate Data 


The report of the Trust Development 
Research Committee of the Financial 
Advertisers Association presented by the 
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chairman, Charles Patch, Jr., of the 
Cleveland Trust Company, Cleveland, 
Ohio, contained an analysis of answers to 
a questionnaire sent out in June from the 
central office of the association. The ques- 
tions asked and a summary of the replies 
are given in part as follows: 

“What percentage of estates over 
$25,000 probated in your field have a cor- 
porate executor?” 

The range was from 9% to 57% with 
an average of 26%, indicating clearly that 
this field of operation is a long way from 
being exhausted. 

“What percentage have personal execu- 
tors?” 

The range was from 43% to 78% with 
an average of 63%. Our particular con- 
cern then is the competition of the per- 
sonal executor. 

‘“‘What per cent are intestate?” 

The range was from 7% to 17% with 
an average of about 12%, apparently 
showing that the “make your will” plea 
is of secondary importance. 

“How much less shrinkage do estates 
with corporate executors show than those 


having personal executors?” 

While comparatively few figures were 
obtainable on this question, there was a 
notable uniformity in the amount of 
shrinkage, figures varying not more than 
a point or so from a 14% average. 


Personal executors showed 15.7% 
shrinkage, while corporate executors 
showed only 12.2%, a saving of 3.5% of 
the gross value, or 20% of the expenses, 
to be obtained through trust company 
administration. * * * 

“Ts less time consumed by a corporate 
executor in accomplishing his duties than 
by a personal executor?” 

While no statistical data was available 
on this point, the concensus of opinion 
was that the trust company could effect 
a 10% to 15% saving in the time re- 
quired to close an estate. 


Mechanics of Following Leads 
Three questions naturally suggest 
themselves to those who want to adopt 
a follow-up program, Mr. Patch stated: 
whom to contact, how it should be done 
and how often. On the first point, unless 
a large staff is available, it is obvious the 
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calls must be limited to a carefully select- 
ed list. It will be a help to find that some 
customers are in fairly constant touch 
with the operating department, so can be 
omitted; some have attorneys who can be 
expected to keep them up to date; while 
there are others who are personal friends 
to those in the organization who may be 
persuaded to ’phone or speak to them. 
Even so, you can reach only part of those 
on your register by personal calls. What 
about the considerable volume of better 
names remaining? Sending a letter may 
not be as effective as a call, but it has 
certainly proven valuable in many in- 
stances. A dozen or more of our members 
have tried a letter, enclosing a syndicated 
booklet called “The Will Review.” They 
reported inquiries ranging from 15% to 
nearly 50%—certainly a remarkable 
showing. 

Then as to how often they should be 
reached. Probably the oftener the better, 
but consider a once-in-three-years basis. 
A department having two men available 
one-quarter of their time, could reach 
nearly 2,000 customers, and for the bal- 
ance of the register, the direct mail cost 
would be moderate when spread over this 
period. 

“Would you favor special attention to 
new wills, living trusts, insurance trusts, 
agency accounts?” 

There was considerable difference of 
opinion here, but the returns showed new 
Wills, Living Trusts, and Agency <Ac- 
counts favored in that order. 

“What other activities would you con- 
sider advisable to complete a well-rounded 
program?” A few selected answers tell 
the story: 

“T see no reason why a new business 
program containing contact men, direct 
mail, cooperating internal organization 
(particularly senior bank officers), book- 
lets for lobby distribution, posters, stuff- 
ers, and newspaper advertising, is not 
just as desirable under today’s conditions 
as it has been at any time in the past.” 

“Consistent printed advertising, partic- 
ularly explanatory or ‘service’ material; 
i.e., tax data, digest of inheritance laws, 
etc.; also educational talks, newspaper 
and magazine articles, etc.—increasing 
cultivation of staff salesmanship, espe- 
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cially in the matter of discovering pros- 
pects in daily contacts throughout all de- 
partments.” 

“A general cooperative newspaper ad- 
vertising campaign on the part of all 
banks with trust departments, to educate 
the public in the desirability of making 
wills and naming corporate executors.” 

“We are beginning a program of solici- 
tation for agency accounts from doctors 
and physicians. We feel that these men as 
a class, have had many sad experiences in 
the handling of their affairs, and we feel 
that we can render them a service, and at 
the same time place accounts on our books 
which will immediately produce revenue 
for us. We have been attempting to gain 
fuller confidence of attorneys in our terri- 
tory.” 

“We take available lists of persons pay- 
ing personal and real estate taxes, elim- 
inate present customers and those with 
known bank connections, circularize and 
send solicitor.” 

“All names received from radio, news- 
paper and direct mail advertising, should 
be analyzed and weeded out prior to 
assignment to escape lost motion and 
fruitless effort on the part of the trust 
solicitor. A comprehensive trust develop- 
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ment program should also include some 
method for the continuance of education 
of the trust representative; not only as to 
the services of the institution and its 
policies, and new methods of sales pres- 
entation, but in changes in laws, as well 
as tax legislation. And finally, a trust de- 
partment manager should be informed of 
the operating and administrating costs of 
his trust department in order that he may 
know as nearly as practicable the dividing 
line between profitable and unprofitable 
business in any given classification.” 

“What ones, if any, have you found un- 
profitable and better left alone?” Outside 
of a few scattering comments, such as 
“Any cut fee business,” and “Estates 
under various amounts,” there is a wide- 
spread feeling the Insurance Trust is not 
profitable. Here again there is the “excep- 
tion which proves the rule.” One of our 
largest trust companies has only had a 
514% shrinkage in Insurance Trusts 
from its peak, and while not specializing 
in that type, considers them a decidedly 
helpful adjunct to estates shy of cash. 

However, this apparently is a weakness 
in our line, and it was significant that 
three places on the departmental program 
were devoted to its remedy. 


How To Get Wills on Deposit 


From address by VANCE DESMOND 


Business Development Department, Detroit Trust Company, Detroit, Mich. 


I have learned to conserve my time by 
finding real prospects who are interested 
in making a Will and have large enough 
estates to need our services. This I have 
done by cultivating the cooperation of the 
life insurance underwriter. Never a day 
goes by but that I talk to an insurance 
man and sell him on the use of the trust 
company or the “Will Approach” in his 
solicitation of the insurance business, or 
give him some advice or information that 
may help him in his work. It may only be 
a chance meeting on the street but this is 
as satisfactory as an office call if you are 


enthusiastic and sincere in your desire 
to help him. 

Over a period of six years of this co- 
operative work the dividends have more 
than repaid my efforts. Seldom a day 
passes but that some underwriter either 
calls or telephones to ask if I can go to 
see Mr. Smith or Mr. Jones, that he is 
interested in making a Will, and has told 
him I would get in touch with him. From 
the underwriter I immediately get all the 
information needed for my approach, size 
of estate, amount of insurance carried 
and other details. 
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Trust New Business Expert 


Large producer for ten years, 
Eastern Class A cities. University 
and Law School graduate. Em- 
ployed, but will consider a progres- 
sive new connection. 


Address Box K. R. A., 
Trust Companies Magazine, 
2 Rector Street, N. Y. C. 


This relation has continued throughout 
the depression, bank holiday, and in spite 
of the general dropping off of cooperation 
with life insurance underwriters. One 
must, however, have a clear understand- 
ing of the insurance man’s problems and 
know all of the weak links and points to 
be found in the special mode of settlement 
agreements and optional forms as created 
and used by most of the life insurance 
men today. The underwriter, however, re- 
verted to this mode of settlement through 
fear of advocating anything else while 
trying to sell insurance to his client. * * * 

I have often stated that I have sold 
more life insurance for insurance men 
than I have secured trust business, but I 
have never lacked good prospects to call 
upon since I entered the trust new busi- 
ness field and I have yet to make what is 
known as a “cold canvas call’? because I 
know the man I call on wants a Will and 
I know at least a little something about 
him, which conserves my time, making it 
possible to make more calls and produce 
a greater volume of business. 

I know others have tried this method 
and given it up completely, especially the 
past few years, but I believe it is because 
they lack a complete understanding of in- 
surance and the problems of the insurance 
man. Never was the time more ripe than 
now, either through advertising or per- 
sonal contact, to cooperate with the life 
insurance underwriter. Right now I am 
especially busy with orders. secured 
through life underwriters, calling on 
their clients and recommending changes 
in their Wills and insurance plans in or- 
der to cut down on the amount of the new 
Federal Estate Tax. 


This brings up another point we should 
never overlook, and that is, to get a Will 
on deposit is just the start to additional 
business. The solicitor usually fails to 
fully explain the other functions of his 
company and to secure the complete con- 
fidence of the prospect. The solicitor must, 
of course, first place himself in the client’s 
position, and to thoroughly explain that 
it is his Will and that he is only using the 
trust company to carry out his wishes 
after he is gone. Now, go a step farther 
and tell him you want him to come in and 
make use of the trust company and get 
acquainted with the other services it has 
to offer during his lifetime; suggest that 
he use the trust company as if it were his 
business club. These are the vital points 
to watch in “Getting Wills on Deposit,” so 
that they remain on deposit. 

We, who are in the business of handling 
estates year after year, should heed the 
lesson taught by our life insurance com- 
panies, in making their insured feel they 
are part owners of the company, and as 
such are boosters. * * * Why not then, 
when we get a Will on deposit, make that 
client a real member of our trust com- 
pany, either through advertising or per- 
sonal contact, and explain the other func- 
tions of our company. Make him feel he 
has a real part to play in its progress. 

Fear is the creation of ignorance and 
if we have done our work well at the start, 
the loose talk started by those who heard 
this or that, would not breed uncertainty 
in the minds of those who have taken the 
time necessary to plan for the safe and 
economical welfare of their families. * * * 
Getting the new business man over the 
threshold with good advertising is fine, 
providing the solicitor has been thor- 
oughly trained in salesmanship. There 
are a lot of “order takers” in the business 
today. The salesman must not only con- 
serve his own time but the client’s as well. 
His sales talk must be told clearly and 
quickly, accomplishing for the client that 
which he had always been going to do 
but never had found time. The transaction 
should leave the client with a feeling that 
it wasn’t as complicated and difficult a 
task as he had anticipated. 





How Can the Revocation of Life Insurance Trust 
be Prevented? 


Address of JOHN N. GARVER 


Vice-President, Manufacturers and Traders Trust Company, Buffalo, N. Y. 
Before Financial Advertisers Association Convention 


Life Insurance Trust business that 

has been revoked as an introduction 
to this discussion. How can the Revoca- 
tion of Life Insurance Trusts be pre- 
vented? Each one of you knows from the 
experience in your own institutions what 
this has amounted to. 

Of course, what we are interested in 
now are those trusts that have been re- 
voked but with the insurance policies still 
kept in force with the distribution of the 
insurance estate planned under some 
method other than through an insurance 
trust. 

Obviously most of the revocations of 
this sort have been made, not on the ini- 
tiative of the policy holder, but have been 
inspired from some outside source, almost 
invariably by the insurance underwriter. 
In many instances the underwriter has 
in turn been inspired by the attitude of 
his company, which in some of the years 
past may have felt the desirability of 
keeping the funds from maturing policies 
in its portfolio. 

However, in the last year, many of 
those insurance companies that’ urged 
such a policy on its agents have changed 
their policy, and in Buffalo, at least, the 
suggestions to change the method of dis- 
tribution from Insurance Trusts to option 
settlements is not nearly as evident as it 
was some time ago. 


8 is needless to review the volume of 


Cooperation with Underwriters 


It has been our policy, at all times, to 
work closely with the Life Insurance 
underwriter, and to seek his cooperation. 
This has been done, not only through the 
association of our trust solicitors with 
the more important underwriters of the 
city but also through newspaper advertis- 
ing that has aided the underwriters in 
their solicitation of business. 
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This advertisement, which ran in all 
the Buffalo daily newspapers during Life 
Insurance week this spring, is but one of 
the methods we have used to gain the sup- 
port of the underwriters. As the adver- 
tisement indicates, it is a reproduction of 
a similar advertisement which appeared 
in the newspapers a year previous. Sup- 
plementing this advertisement, we have 
had pamphlets printed advocating the use 
of life insurance and have even supplied 
the more important underwriters with a 
personal letter from our president, in 
which he advocates the purchase of life 
insurance. 

Our contacts with the life insurance 
underwriters have not been casual, imper- 
sonal dealings. We have tried to develop 
these relationships, particularly with the 
larger producers, on a close personal 
basis. In this development we frequently 
have the large producers and the general 
agents at the bank for luncheon with the 
president and other executive officers. 

Likewise, in the presentation of any 
advertising matter that is produced to 
aid the underwriter, this is not simply 
placed in the newspaper and left to chance 
as to whether or not he will see it and use 
it. As an example of the careful fashion 
in which we handle such matters to gain 
the goodwill of the underwriter, we placed 
a copy of the newspaper containing the 
advertisements which I displayed at each 
man’s place at the opening luncheon held 
by the Buffalo Life Insurance Under- 
writers during Insurance week. Attached 
to the paper was a memorandum calling 
his attention to the advertisement and 
the satisfaction we felt at being able to 
aid him in his quest for business. As a 
result, the speakers at the luncheon re- 
ferred in their talks to cooperation the 
Manufacturers and Traders Trust Com- 
pany was giving to the underwriters in 
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the Buffalo district, and urged the mem- 
bers of the Insurance fraternity to recip- 
rocate. In addition to receiving letters 
from many of the larger underwriters in 
response to this advertisement, the asso- 


ciation formally adopted resolutions, 
copies of which were sent to the bank, 
thanking us for our efforts in behalf of 
the Life Insurance underwriters. 


Discussions of Tax Matters 

To aid the life underwriter in readily 
compiling estate, income, and gift taxes, 
we have compiled and published a tax 
booklet each time such taxes have 
changed, which has been issued in a size 
convenient for the pocket. This has been 
mailed to each underwriter in the Buffalo 
district and forms a part of the work kit 
of practically all of them. 

As a further aid to them in their work, 
we have presented outlines of the new 
taxes at meetings which were arranged 
for the underwriters of each company. 
Of course, in such meetings opportunities 
for discussion not only of life insurance 
trusts, but also of estate trusts present 


themselves. These meetings, giving the 
underwriter a comprehensive picture of 
taxes, a subject on which he finds in- 
formation difficult to obtain, have been 
found of great value to the agents and 
have provided the bank with additional 
contacts with the underwriter, as well as 
an opportunity to sell him on life insur- 
ance trusts as a means of aiding his pro- 
duction. We have stressed our willingness 
to secure information regarding taxes on 
any cases he might have, and have urged 
that they discuss these problems with us. 
Many times this cooperation has influ- 
enced the business to us or another trust 
company. 

I have outlined these activities because 
I believe that they have been an important 
factor in preventing the revocation of 
Life Insurance Trusts that have been 
created with us. In fact, they have created 
a cooperative spirit with the underwriter 
that has resulted in his recommending in 
the first instance many of the Life Insur- 
ance Trusts we have executed. In such 
cases, of course, there is little possibility 
of the underwriter reversing himself and 
urging the substitution of some other 
plan for the method he originally sug- 
gested. 

From the results that we have obtained, 
it is my opinion that the best way to pre- 
vent revocation of life insurance trusts is 
to gain the active cooperation of the un- 
derwriters and to inculcate in their minds 
a clear understanding of the benefits that 
their clients derive from such trusts. Of 
course, all of the underwriters are not 
cooperating with us and there are a few 
who definitely oppose life insurance trust 
plans. We have had instances where they 
urged the revocation of such trust agree- 
ments. 


Relations with Trustor 

I believe the best preventative in such 
instances is to have done a thorough sell- 
ing job on the life insurance trust pros- 
pect in the first place. If he is fully ac- 
quainted with the advantages that accrue 
to his beneficiaries from such a trust 
arrangement it is very difficult for anyone 
to cause him to revoke the trust he has 
created. 

We have had a few cases where vigor- 
ous attempts to dislodge trust arrange- 
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ments were made, and where the creator 
of the trust has come into the bank to 
discuss such revocation. In these cases, 
fortunately, the maker of the trust did 
not come resolved to make a change, but 
came to us rather to review the reasons 
he had for creating the trust in the first 
place. In these instances, the trusts re- 
mained with us despite some very strenu- 
ous efforts to have them withdrawn. 

Briefly summarizing my opinions of the 
subject, I would suggest as the most effec- 
tive means of combatting revocations 
that: 

First: Life Insurance trusts be care- 


Public Relations as it 
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fully: explained to the creator of the trust 
at the time the trust is executed, and that 
he have a clear idea of the advantages 
that will accrue to his _ beneficiaries 
through this plan. 

Second: An occasional follow-up at 
which time these advantages should be 
reiterated so that they may be kept fresh 
in his mind. 

Third: A close relationship between the 
bank and the insurance underwriters, 
with desirability of Life Insurance Trusts 
brought to the attention of the under- 
writer in a manner that will enlist his 
support for this service which we offer. 


Affects Trust Business 


From address by ROBERTSON GRISWOLD 
Vice-President, Maryland Trust Company, Baltimore 


As a member of the Executive Commit- 
tee of the Trust Division of the American 
Bankers Association, I have seen the mat- 
ter of public relations looming larger and 
larger on our horizon year by year, until 
there is no subject now before us that is 
receiving more earnest and thoughtful 
consideration. 

Your task and ours is not an easy one. 
We are passing through an era when it 
is fashionable to cast aspersions upon a 
class rather than upon offending individ- 
uals. There are no decent lobbyists, unless 
they are perchance connected with the 
government, there are no respectable pub- 
lic utilities, unless they are being fostered 
by the government, and there are no pure 
bankers except such as wish to see the 
banks governmentally controlled. Such an 
atmosphere, where mere membership in a 
group creates a presumption of guilt un- 
til one can prove his innocence, breeds a 
variety of muck-raking and mud-slinging 
individuals who, in pamphlet, book and 
press, make malicious attacks upon a 
business as an entirety rather than upon 
those few individuals who have been a 
disgrace to their vocation. 


Spectacular and Technical Stumbling Blocks 


Nor are the bankers themselves entirely 
blameless for the abuse which has been 


heaped upon them, as much of it is due to 
a complete ignorance on the part of a 
great many of our people as to just what 
banking is all about. For many years, 
publicity on the part of banks was con- 
fined to telling the public just how good 
our particular bank happened to be, how 
friendly it was, how mellow it had be- 
come because of its ripe old age and how 
many were the depositors who fought 
their way to our tellers’ windows. There 
was no concerted effort to tear away the 
veil of mystery with which banking had 
become draped, and in lieu thereof, to 
make clear to the public, in words of one 
syllable, just how banks functioned. To- 
day, I am glad to say, there seems to be a 
distinct trend in the direction of informa- 
tive publicity, and for this blessing, the 
members of your Association are without 
doubt largely responsible. 

As with every other department of 
banking, the trust business did not escape 
the impact of the criticism which was 
hurled at the bankers. Wild and lurid tales 
as to.the vanishing of trust funds went 
the rounds, although protective statutes 
rendered such a disaster impossible in 
most of our states. Grotesquely absurd 
stories were given credence. Only the 
other day, the press printed the story of 
a man who had committed suicide because 
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a large trust fund upon which he was 
dependent had mysteriously evaporated. 
Two days later, it developed that the 
man was a well-known crook and that 
there was no such trust fund, but I won- 
der how many persons read the true story 
as compared to the number who saw the 
original false report. 

It is much easier to face an enemy than 
to battle snipers in a guerilla warfare, 
but if our army be well organized and 
composed of straight shooters, we shall 
have less cause to worry about the final 
outcome. As our principal ammunition, 
may I suggest accurate and well-directed 
information, both long-range and short- 
range, and, for emergency situations, of 
such a calibre as to be able to penetrate 
the thickest skull. * * * 

In dealing with the public, it is not 
easy for the trust official to divorce him- 
self from the legal lingo and to speak in 
a manner readily understood by the man 
on the street. Yet it must be done if we 
are to hope for a public understanding 
of our business. It requires a conscio‘1s 
effort for us to eschew such familiar 
terms as cestui que trust and remainder- 
man, but they and all of their relatives 
must be eliminated from our lexicon when 
we enter into communication with the 
public. I am sure many a prospective cus- 
tomer has been frightened away bya trust 
official who unconsciously lapsed into a 
technical jargon which his hearer was 
too proud to admit he didn’t understand. 

The public relations of a trust depart- 
ment begin at home. If your own custom- 
ers don’t understand exactly what you are 
saying or doing, the outside public never 
will. Scarcely a day passes but that we 
are asked questions which are perfectly 
absurd to us, but which must be answered 
with patience and courtesy if we are not 
to give offense. I have been asked whether 
a widow didn’t have a dower right to her 
deceased husband’s automobile, if a codi- 
cil to a will wasn’t a provision to keep a 
grave “in perpetual motion,” and what 
was the use of a “spendthrift trust” if the 
son was a “tightwad”! Laughable to us, 
it is true, but not to be laughed at in the 
presence of the questioner! An insulted 
customer becomes the world’s worst walk- 
ing advertisement. 
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Effects of Limited Investment Powers 


When we come to the matter of invest- 
ments, we encounter an even more serious 
difficulty in our public relations. Most per- 
sons do not understand that there are 
various restrictions imposed upon a trus- 
tee by statute, by legal decisions, or by 
the terms of the trust instrument itself. 
Trustees must of course invest according 
to the law of the state in which they are 
acting. This leads to much confusion in 
the minds of beneficiaries. They read in 
the press that a non-resident’s estate con- 
tained certain investments which appear 
attractive, and are very much disturbed 
to learn that their own trustee can’t buy 
the same securities because of the local 
law. Sarah Smith, beneficiary of a Mary- 
land trust, writes Jennie Jones, benefici- 
ary of a trust in another state, that her 
trust company had bought some excellent 
ground rents in Baltimore, and that they 
had proved to be a very safe and produc- 
tive investment. Jennie Jones goes to her 
trust company and demands that they 
purchase some ground rents. If the trust 
official happens to look rather dazed, it is 
probably due to the fact that no ground 
rent system has ever existed in his par- 
ticular state. 

The public in the various sections of 
the country should be informed as to the - 
nature of the investments which corpo- 
rate trustees are permitted to make in the 
locality where they are doing business. 
Moreover, the public should know what 
method is pursued in selecting securities, 
how much care is devoted to the invest- 
ment portfolio by the trust committee and 
the statistical department, and how the 
investments are safeguarded after they 
are purchased. Of paramount importance 
is the necessity of impressing upon the 
public the fact that trust companies do 
not and legally cannot make any profit for 
themselves in the handling of securities 
for trust estates in their care. All such 
profits, of course, enure to the benefit of 
the beneficiaries. * * * 

Would not a carping critic of the trust 
business be overjoyed upon hearing of an 
estate where the corporate trustee held 
practically nothing but oil stocks? No 
diversification—nothing but speculative 
stocks—all the proper principles of trus- 
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tee investment violated! Yet such were 
the facts of an actual case, and the trus- 
tee’s action was approved by the courts. 
Here is the story:—A testator was a 
large holder of Standard Oil stocks. They 
were the basis of a family fortune which 
had descended to him through two gen- 
erations. In his will, he directed the trust 
company to hold these stocks in trust for 
his widow during her lifetime. When he 
died, the yield from the stocks was about 
214 per cent, while at the same time the 
yield from high-grade bonds was approxi- 
mately 41% per cent. By selling the stocks 
and buying bonds, the widow’s income 
would have been just about doubled, 
which would have also resulted in the 
doubling of the trustee’s commissions. 
The widow, although amply provided for 
otherwise, brought court proceedings to 
compel the trustee to substitute bonds for 
the stocks. Respect for the testator’s 
wishes compelled the trustee to oppose 
the suit, and after lengthy litigation, the 
highest court in the state decided that 
the stocks should be held as provided for 
in the will. The trustee won its case but 
lost the increased commissions—a rather 
hollow victory if regarded from a purely 
selfish standpoint! * * * 


Trust Training and Internal Education 


Our customers see a neat little state- 
ment at regular intervals, but they can 
hardly be expected to appreciate the tre- 
mendous amount of detailed and technical 
labor nowadays involved in making a 
proper determination of many of the ap- 
parently simple items. Unknown to our 
customers, rapid developments under 
present-day conditions are causing 
kaleidescopic changes in the trust picture, 
and we are now being constantly con- 
fronted with problems which never arose 
to harass the trustee of yesteryear. The 
tax scene today is continuously shifting, 
whereas it used to be comparatively 
stable; new classes, types and styles of in- 
vestments, unheard of a generation ago, 
have put in an appearance; the proper al- 
location of principal and income, upon 
which the judicial decisions are often at 
variance, adds to the difficulties of ac- 
counting. The modern trust department 
must keep abreast of the times, else it 
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will perish, and the future trust official 


will need all of the training which he can ° 
get. The American Institute of Banking 
and the Trust Division of the American 
Bankers Association are thoroughly alive 
to the present trend. They have cooper- 
ated in producing the text material for 
two courses in trust business, and the re- 
cently inaugurated Graduate School of 
Banking at Rutgers University includes 
in its curriculum an excellent advanced 
course for trust men. Needless to say, this 
development of a higher educational 
standard will mean a tremendous stride 
forward in the betterment of our public 
relations. 

Next in importance to the possession of 
a well-trained and efficient trust person- 
nel is to have the other departments of the 
bank acquainted with the operations of 
the trust department. The banking de- 
partment in particular taps a valuable 
source of prospective trust business, but 
unless its employees have at least a cur- 
sory acquaintance with thevaried services 
which the trust department has to offer, 
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| he IS our hope that our fellow bank and trust men 
who read ““Trust Compantizs” monthly, for cur- 
rent information and guidance in fiduciary work, will 
consider this a reminder that we welcome oppor- 
tunities to be helpful to them whenever they need 
cooperation in this section of the country. 
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and are alert to suggest their use, many 
golden opportunities will be wasted. 
There have been far too many instances 
where a valued customer of the banking 
department has placed his trust business 
elsewhere simply because his attention 
has not been forcefully directed to the 
trust department of his own bank. The 
active interest of the directors and of the 
other officers must be constantly culti- 
vated. Unless they speak well of the trust 
department and take the trouble to give 
it their earnest support, the bank’s cus- 
tomers can hardly be expected to view it 
with any particular enthusiasm. 


Popular Misconceptions of Trust Service 


Turning now from the public within 
our gates to the public outside, what the 
average man on the street knows about 
the trust business is almost nil—and 
when I speak of the average man, I am 
including a vast number of intelligent and 
substantial citizens. In the first instance, 
we are hampered by the variety of uses to 
which the word “trust” has been put. Our 
business is confused with that of the in- 
vestment trust, with combinations in 
restraint of trade, and with sundry other 
concerns which now make use of the word 
“trust” in their title. Even life insurance 
agents are beginning to speak of leaving 
the proceeds of insurance “in trust” with 
the insurance company. This is an errone- 
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ous application of the term, as insurance 
is based upon a contract which is enforce- 
able at law, whereas a trust, properly 
speaking, creates certain rights which 
are subject to the control of a probate or 
equity court. To get these various distinc- 
tions across to the public at large is ad- 
mittedly a difficult assignment, and the 
only answer seems to be for us to keep 
hammering away as to just what we do, 
and to forget about the other fellow. 

Another handicap under which we la- 
bor is a feeling on the part of a large 
portion of the public that trust depart- 
ments are only for the very rich. This is 
of course not so, as by far the largest 
number of trust estates are moderate in 
size. We must fight against acquiring a 
reputation of being “high hat.” 

In our public relations, we are also too 
prone to overlook the value of obtaining 
the good-will of the gentler sex. The 
ladies have a profound influence on the 
trust business. In the first place, more of 
them come into direct contact with trust 
departments than do the men. Again, 
their opinions are given great weight 
when men begin to think of putting their 
affairs in proper shape for their families 
after death. A large part of the wealth of 
the United States is in the hands of 
women, and their attitude towards the 
trust business is a matter of prime im- 
portance. 
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Relations with the Bar and Life Underwriters 


We should also devote much attention 
to our relations with the bar and with 
life underwriters. In commercial banking, 
the only competition which exists is be- 
tween the banks themselves, whereas in 
the trust business, there is a feeling on 
the part of some lawyers and life under- 
writers that we are in active competition 
with them. I cannot, however, lead myself 
to believe that this so-called competition 
deserves the emphasis which is so often 
given it. In my opinion, each calling has 
its own proper sphere of influence which, 
in due course of time, will be recognized 
by each group and by the public as well. 

In its relations with the lawyers, many 
trust companies have made the primary 
error of not differentiating properly be- 
tween what constitutes trust business and 
what constitutes the practice of law. It is 
true that the line of demarcation is often 
quite hazy, but it is also true that some 
trust departments have run afoul of the 
law because they didn’t see a boundary 
that was visible to the naked eye. On their 
part, many lawyers have felt that there 
was something unfair in the trust com- 
panies seeking fiduciary appointments be- 
cause members of their profession so 
often performed these services. Where 
they have adopted such an attitude, the 
lawyers themselves have been guilty of a 
failure to distinguish between law and 
business. The administration of estates 
and trusts is a business matter, and we 
are no more in competition with the law- 
yer in this respect than is any other in- 
dividual, it being entirely within the prov- 
ince of a person to appoint as his executor 
or trustee whomsoever he chooses, with- 
out regard to race, color or previous con- 
dition of servitude. * * * 

And now, what of the supposed compe- 
tition between trust companies and life 
insurance companies. This has as its 
genesis the life insurance trust, the popu- 
larity of which is of rather recent origin. 
About fifteen years ago, when the trust 
companies first began to push the insur- 
ance trust idea, they had the full support 
and cooperation of life insurance men 
throughout the country. There is no tell- 
ing how much additional insurance was 
written because of the impetus given by 
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trust company advertising. The official or- 
gan of the National Association of Life 
Underwriters accorded hearty support to 
the movement, and the presidents of 
many of the leading insurance companies 
gave it their unqualified endorsement. 
Then came a reaction. Many insurance 
agents seemed to reach the conclusion 
that their own companies were better 
served if the proceeds of policies were left 
with them under some form of insurance 
contract. The great amount of money that 
was being withdrawn from the insurance 
companies through borrowing on policies 
perhaps contributed to this change of at- 
titude, as did also a bona fide doubt in the 
minds of many underwriters as to the 
ultimate outcome of the banking situa- 
tion. But the idea still seems to persist, 
although any legitimate reasons therefor 
have disappeared. We still hear that an 
insurance company guarantees a fixed 
rate of return while a trust company does 
not. Quite true, but a fixed return does not 
always mean a greater return. Shortly af- 
ter the World War, trust funds could be 
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invested with complete safety to yield 
over 6 per cent, and at that time, the 
guaranteed rate of return from insurance 
contracts was considerably less. A former 
secretary of the National Association of 
Life Underwriters compiled a table show- 
ing that, over a period of years, the life 
insurance trust gave a better return than 
proceeds left with the insurance com- 
panies. In addition, it should be remem- 
bered that the amount of the principal 
sum in an insurance policy is definitely 
fixed, whereas many a trust estate has 
been turned over to the succeeding gen- 
eration with the principal amount con- 
siderably augmented. In these days of de- 
pression, one is apt to forget this his- 
tory. Securities can increase in value as 
well as decline, and in order to say that 
one form of procedure will prove more 
profitable than the other, one must have a 
rare gift of prophesy in that he must be 
able to foretell just when the insured is 
going to die, just when the beneficiary for 
life is going to die and what interest rates 
will be in existence at the time of the in- 
sured’s death and at various times there- 
after. 

After all, it is not a matter of the rela- 
tive merits of trust company and insur- 
ance company stewardship. The control- 
ling factor should always be what the in- 
sured desires to accomplish. If his fam- 
ily’s needs require that the insurance pro- 
ceeds be elastically administered, the 
trust company is the better agency; if, on 
the other hand, his children are all grown 
and comfortably fixed financially, he 
might wisely provide for his aged widow 
through a life insurance contract. In 
every case, the garment should be cut ac- 
cording to the cloth, and no false sense of 
competition should induce either party to 
turn out an ill-fitting suit for a customer. 
This should be realized by both the trust 
officials and the life insurance underwrit- 
ers, who have an interest in common in 
seeing that life insurance proceeds ac- 
complish the greatest good for the great- 
est number. 

Whether we speak of our customers, of 
the lawyers, of the insurance men or of 
the general public, the fundamentals of 
the trust business and its aims and objec- 
tives must be very generally understood 
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if our public relations are to be success- 
ful. I have pointed out some of the diffi- 
culties which we have to meet, yet meet 
them we must, and this can be most suc- 
cessfully accomplished by the pouring out 
of a steady stream of trustworthy and un- 
derstandable information. To this end, a 
“good press” is vital. We should keep 
closely in touch with our local papers and 
see to it that their news columns are sup- 
plied with authentic stories of accom- 
plishment and not confined to capricious 
tales of alleged mismanagement. The 
trust business has no cause to be ashamed 
of its record during the years of depres- 
sion, and the time has come for us to dis- 
card apologistic attitudes and to take the 
offensive, with effective newspaper pub- 
licity as one of our most potent aids. 

In concluding, may I invite your atten- 
tion to what is said upon this subject by 
the Trust Division’s “Statement of Prin- 
ciples,” which was approved by the Ex- 
ecutive Council of the American Bankers 
Association, and was formerly a part of 
the Bankers Code of Fair Competition. 
Article VII, Section 1, of the Statement 
reads as follows:—“Although a trust de- 
partment is a distinctly private institu- 
tion in its relations with its customers, it 
is affected with a public interest in its 
relations with the community. In its rela- 
tions with the public a trust institution 
should be ready and willing to give full in- 
formation about its own financial respon- 
sibility, its staff and equipment, and the 
safeguards thrown around trust busi- 
ness.” 

There it all is in a nutshell—full infor- 
mation not only as regards the particular 
institution but also about the safeguards 
thrown around the trust business gener- 
ally. With your help and cooperation, we 
shall open wide the floodgates of accurate 
and reliable knowledge, so that in the not 
far distant future, when some mounte- 
bank endeavors to foist upon the public a 
malicious story based upon half-truths, 
the public will be well-enough informed to 
turn scornfully away and say :—“That is 
a lot of buncombe! We already know the 
answer to that one!” 





How the Bank Staff Can Co-operate With the 
Trust Department 


From address by SAMUEL MARSH 
Manager, Trust New Business Division, First National Bank of Chicago 


HILE the development of a 

bank’s business often requires 

the co-operation of other people 
beside the staff, my story is confined al- 
most altogether to the ways in which the 
officers and employees of a bank can work 
together to develop and hold a larger 
volume of trust business than would or- 
dinarily be possible. 

Those of us who are in trust depart- 
ment work may at times complain that 
we could obtain a great deal more busi- 
ness if we had more co-operation from our 
directors, executive officers or the officers 
and employees of the different depart- 
ments of the bank. That, however, may be 
only an excuse for the business which we 
sometimes do not obtain. Maybe the rea- 
son for the professed lack of co-operation 
is our own failure to make it easy for the 
various members of the staff to co-operate 
with us. * * * 

In the first place no bank would be able 
to maintain more than a reasonable num- 
ber of men solely to solicit trust business. 
The territory which they can cover, there- 
fore, is necessarily limited, but if the 
bank staff co-operates well with the trust 
representative, his efforts are naturally 
multiplied to the extent of the co-opera- 
tion he receives. In The First National 
Bank of Chicago and its associated com- 
panies we have over 100 officers and 2,500 
employees. While they each have their 
special tasks to perform there is, never- 
theless, an army of helpers whose assist- 
ance in the work of trust department we 
are happy to enlist. 

These officers and employees are in in- 
timate touch with thousands of the bank’s 
customer. With a great many of them 
they have almost daily contact. They have 
an opportunity, therefore, to become 
acquainted with the customer’s estate sit- 
uation. They know to what extent he uses 
the bank’s services, whether the contacts 
are friendly and possibly something about 


his family situation and his need for trust 
services. 

The contact which an officer has with 
a customer of the bank is often such that 
he can influence his estate business in a 
very large measure. A favorable loan 
granted at a critical time may have been 
instrumental in saving his personal for- 
tune or possibly his business. The advice 
of the bank officer regarding a particular 
investment may have kept the customer 
on the straight and narrow path much to 
his final satisfaction. Or it may be only 
the successful handling of an important 
collection item which has to a large extent 
endeared the bank officer to the customer. 
The fact is we often find a tie between a 
customer and a bank officer or employee 
that is exceedingly valuable to the trust 
department. 

The geographical location of the homes 
of the members of the staff in a large city 
bank is of importance. The officers and 
employees live in various suburbs, and in 
many different sections of the city proper. 
Their points of residence if properly cata- 
logued and organized may well be utilized 
to very good advantage. We may desire 
information regarding trust prospects 
who chance to live next door, or at least 
in the same immediate neighborhood with 
some member of the staff. If so, we may 
obtain information which no other source 
in the bank would reveal to us. 

In the particular locality where a mem- 
ber of the staff lives he or she naturally 
makes certain club, church and civic con- 
tacts that are often valuable to him and to 
the bank. The greatest value will probably 
be to his own department, but if the trust 
department has the friendly co-operation 
of the staff the by-products of such rela- 
tionships should also be noticeable there. 

Finally, the figures themselves in a 
bank of several departments speak louder 
than words. If your experience is the 
same as ours, you will find that a large 
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percentage of your trust business orig- 
inates somewhere in the bank family— 
that is, from customers of the other de- 
partments of the bank or from friends 
and acquaintances of the officers and 
other contact men. A survey which we 
made in our institution a few years ago 
revealed the interesting fact that 70% 
of our trust business comes from that 
source. It is not very difficult for us to 
see, therefore, that the co-operation of 
the entire bank staff in the job of securing 
proper names for our prospect list and of 
developing trust business is something 
that should constantly be sought by the 
trust new business division, and the mem- 
bers of the bank staff ought to be vitally 
interested in assisting the trust depart- 
ment, because the profits of the trust de- 
partment in a well operated institution 
are usually an important factor in the 
total net income of the bank. 


Re-Building the Prospect List 


The building of a good prospect list 
for trust service is often a much neglect- 
ed phase of trust development work. It is 
one thing to be able to say that you have 
a large prospect list, but it is an entirely 
different thing to be able to say that you 
are cultivating a list of prospects who 
have substantial means and whose estates 
are of good clean assets—in other words, 
the kind of estates with which your in- 
stitution can operate at a profit. We all 
know of instances of trust companies that 
have repeatedly sent carefully prepared 
solicitation letters, written on expensive 
bank stationery and accompanied by elab- 
orate and costly booklets, to people who 
have never had an estate and who have no 
prospect of ever having one. Some trust 
companies have even solicited business 
of officials of competing institutions. At 
first blush that seems quite ridiculous, 
but when the president of a trust com- 
pany dies leaving a last will and testa- 
ment in which a competing bank is named 
as executor and trustee, perhaps you will 
say that our competitors are, after all, a 
likely field for the development of trust 
business. I have been told that this 
actually happened in a western city not 
so many years ago. This suggests to us, 
of course, that there is one particular 
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group of people who should, without any 
question, be considered prospects of our 
trust department and that is this same 
bank family whose co-operation in the 
development of trust business we are 
going to invite, particularly the directors 
and chief executives of the bank. 

The selection of good prospects for the 
trust department is an exceedingly im- 
portant task, even in ordinary times, be- 
cause there is a normal turnover in the 
fortunes of men that is greater than most 
of us realize. * * * 

But whatever may be the normal turn- 
over in wealth, the events of 1929 and the 
years following have so greatly acceler- 
ated these changes in the fortunes of men 
that it is almost beyond human compre- 
hension. Many fortunes have changed 
hands so rapidly that it has been difficult 
to keep track of them, and many others 
have seemed to vanish entirely. So great 
were the inroads upon our pre-depression 
prospect list that it seemed to us early in 
the depression that one of the most im- 
portant tasks we could undertake in the 
trust new business division would be to 
relocate the wealth, if possible, and to 
catalogue the new leaders of industry who 
have been catapulted into positions of 
influence where the building of a fortune 
in the next decade is almost a foregone 
conclusion. 

This same task probably has been per- 
formed by your trust department. If it 
has not been, it will have to be or you 
will find eventually that you are wasting 
much of your bank’s money in the culti- 
vation of men and women who are in- 
solvent or retired from their positions of 
affluence. We must all recognize these 
kaleidoscopic changes in the affairs and 
fortunes of men and correct our cultiva- 
tion lists accordingly. 


Method of Eliminating Unsuitable Names 


In the revision of our old prospect list 
we solicited the co-operation of the bank 
staff, and their assistance was willingly 
given at a time when the work of their 
own departments pressed heavily upon 
them. Most of the names that consti- 
tuted the list were originally approved 
by the officers of other departments of the 
bank. We decided, therefore, to re-group 
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them according to departments, and to 
submit them again to these same officers 
in order that they might re-analyze the 
names in the light of the changed condi- 
tions. We shuddered, of course, at the 
thought of asking the busiest and most 
highly paid executives of the institution 
to review and re-analyze these thousands 
of old prospects. Yet we knew very well 
they held the principal key to the situa- 
tion. We considered that it would, of 
course, be out of the question to ask them 
to take time to review our files, and to 
submit these names on cards would also 
likely meet with failure. No busy execu- 
tive likes to have a stack of several hun- 
dred cards staring him in the face for 
review, especially if they belong to some 
other department than his own. Our final 
decision was to list the names, addresses 
and business connections of these former 
prospects on legal cap paper and to bind 
the sheets in convenient form for quick 
and easy review. The names were double 
spaced so the officer could write between 
the lines if he desired. Preceding the 
actual list and bound in with it was a 
memorandum as follows: 


“In order to save unnecessary expense in the 
development of trust business, we consider it 
necessary to revise our existing cultivation list. 
“The following prospects are, or have been, cus- 
tomers of Division A in the Banking Department. 
Will you please review these names and check 
those who in your estimation still have sufficient 
property to justify our solicitation of their estate 
business. Please mark “No” in all cases where 
you believe their estates are not worthwhile. 
“Simply pass those names where you know noth- 
ing as to the prospect’s property situation. Fur- 
ther investigation in those cases will be made by 
our department.” * * * 


The response on the part of the officers 
was most gratifying. The specific assist- 
ance we asked of them, and which was so 
willingly given, was of great benefit to 
us, but the by-products of the plan were 
in some respects even more valuable. The 
emphasis we placed on this particular 
task and the enlistment of their co-opera- 
tion tended to re-stimulate the interest of 
the entire bank staff in the trust depart- 
ment and its work. This was made evi- 
dent in many ways. New names have 
voluntarily been sent to us in a much 
greater measure than before and in many 
instances we have had definite voluntary 
assistance in the solicitation of business. 
To the extent that we have been alert to 
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realize our most important problems and 
to solicit the co-operation of the bank staff 
in their solution we have had their in- 
creased interest and co-operation. 


Recommendation of New Prospects 


This weeding out of our old prospect 
list left us with a dearth of good names 
for future cultivation. We eliminated ap- 
proximately 60% of them in this manner. 
We were then faced with the problem of 
building up the list to a size commen- 
surate with our needs and efforts; so we 
did not stop with this initial step. In the 
same manner we went back to our officers 
with lists of their other customers whose 
business was substantial enough to give 
us a hint that they were well-to-do. We 
could not have expected them to compile 
such lists for us, but they were willing 
indeed to review the lists which we had 
carefully compiled and to indicate by a 
simple check mark those whom they knew 
to be customers of wealth and standing 
in the community. Following this analysis 
of their individual accounts we asked 
them to review lists of their company 
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accounts, particularly those outstanding 
companies that consistently carried large 
balances. We had two thoughts in mind 
here. One was that the sight of the com- 
pany name would bring to the officer’s 
mind the name of one or more wealthy 
individuals in the company, whose names 
we otherwise might overlook. Our other 
thought was that in reviewing these lists 
of companies the officers might recall the 
need of our agency service on the part of 
some of them from a previous examina- 
tion of their financial statements, and we 
did in that way obtain many new pros- 
pects for our agency division. 

The splendid treatment we received 
from our staff in the re-analysis of our 
old list and in the rebuilding of our new 
one had so convinced us by that time of 
the value of this co-operation effort that 
we have since set up a plan whereby we 
automatically analyze with the officers of 
our various departments all new custom- 
ers who appear to be likely prospects for 
the trust department. It costs money to 
cultivate trust business. We use high 
grade stationery and booklets. Our culti- 
vation letters should be individually typed 
to get the expected results, and the trust 
representative’s time in making personal 
contacts and finally closing the business, 
together with the work which may be 
done by the legal staff, must be consid- 
ered. And while there are few lines of 
business where the returns from concen- 
trated effort are so great as in the de- 
velopment of trust business, there is little 
justification for us to cultivate a man’s 
estate business for years, to find for the 
first time when he finally accepts our in- 
vitation, that he has no estate. Let us do 


all we can to ascertain his estate situation 
before we send out the first solicitation 
letter. In this connection I like to think of 
that fine old story in the Bible of how 
David, the shepherd boy, routed the entire 
Phillistine army by slaying the giant 
Goliath. Most story tellers comment on 
David’s expert marksmanship, but that 
was assured, in my estimation, by his pre- 
liminary preparation in the selection of 
stones for his sling. The scriptures say, 
“he went down to the brook and selected 
five round, smooth stones.” He had 
learned from experience that a certain 
type of round, smooth stone would go 
through the air with the least resistance, 
and he guided himself accordingly. So it 
is in our work. A small list of names, well 
selected, and cultivated in a careful and 
systematic manner will probably yield 
greater net results than the shotgun 
method of soliciting every Tom, Dick and 
Harry who comes to town. 

Our plan is simple but it is proving 
quite effective. The officers in charge of 
the various departments send to us each 
day lists of their open and closed accounts 
and the most likely names are checked 
back with the member of the staff who 
introduced the account or who appears 
to know most about it. * * * 


Staff Geographical Check 


If we find that no one concerned with 
the opening of the account knows the 
financial status of the new customer we 
turn to other sources of information, and 
failing there we invoke what we call our 
staff geographical check. 

It may be that there are banks who 
have not yet discovered how the staff as 
a whole can be utilized in the task of 
finding out who a given person is when 
all you have is a name and address. We 
use the staff geographical check in con- 
nection not only with new customers 
about whom we have little information, 
but also names of people who answer ad- 
vertisements or who write in for informa- 
tion about trust service. The basis of the 
staff geographical check is a list of all 
officers, and all employees except office 
boys. In our institution the list comprises 
about 2,000 names. They are indexed ac- 
cording to the suburbs and the particular 
sections of the city in which they live, 
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and the surprising thing about it is that 
the homes of the members of our staff 
cover practically all important sections of 
the city and surrounding territory. 

If the party on whom we wish more 
information lives in Oak Park, we first 
dispatch a memorandum to all of the 
bank’s officers who live in Oak Park. If 
that fails, we then turn to the employees 
who live there. Usually of the five or six 
officers who live in this suburb, at least 
two will report that they know the party 
and will submit immediately some very 
pertinent facts about him. This plan 
works well and elicits from the staff a 
type of helpful co-operation that aids in 
saving the bank time, effort and money. 
It eliminates at the very beginning many 
worthless names which, without such a 
plan, might be added to our list and cul- 
tivated over a long period of years. No 
well organized bank cares to add to the 
newspaper advertising cost the expense 
of letters and literature and personal 
solicitation without knowing in a general 
way the probable value of the business 
when obtained. It is not an uncommon 
thing for school children, college students 
and poorly paid clerks to answer adver- 
tisements regarding trust service, and 
while we should make a courteous reply 
to such inquiries, it certainly is not to 
the interest of our stockholders to blindly 
cultivate such leads without making an 
honest endeavor to ascertain their status, 
if this can be done at a minimum of cost. 

When a reasonable number of names of 
proposed prospects have been approved by 
the executives in the other departments, 
we list the names with addresses and 
business connections, and submit them to 
the officers and administrative men in the 
trust department for review and com- 
ment. By so doing we often find that one 
of our trust department officers knows the 
prospect personally, or knows something 
about him that proves extremely helpful 
in planning the approach for his business. 

In order to make our plan of co-opera- 
tion as effective as possible, the name of 
each approved prospect is entered on a 
master card on which all pertinent 
information is gathered together—the 
source of the name, residence and busi- 
ness addresses, company connection, ex- 
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tent of the business he has in any depart- 
ment, the names of the officers who handle 
his account and the officer who knows him 
best, his family situation, special in- 
terests and the probable value of his 
estate. If he already does business with 
the trust department, the nature of the 


business is shown and the additional 
business we reasonably may expect to 
obtain. The name of the trust officer who 
handles the account is, of course, noted 
and he is consulted before additional con- 
tacts are made. We also note on this 
master card any likely sales resistance we 
may encounter in our endeavor to obtain 
his business for the trust department. 
Our officers are very frank in giving us 
such information and it proves extremely 
helpful in soliciting his business and in 
dealing with him as a new customer in 
the trust department. 
Officer Co-operation in Follow-Up 

A few words regarding officers co- 

operation in following prospects for trust 


business. Much valuable assistance may 
be expected of them if a background of 
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information such as I have outlined is 
built up with their assistance. The officer 
or employee is familiar with the fact that 
you are following his friend or customer 
and he recalls that you conferred with 
him early in your solicitation program, 
so it is, therefore, easier for him to re- 
member to speak to the prospect person- 
ally about the trust department when the 
occasion presents itself. Furthermore, the 
initial contacts and your record of them 
makes it easier for you in the trust de- 
partment to check back with the assist- 
ing officer. In our institution where a 
name has originated with a certain mem- 
ber of the staff or where we know that he 
knows the prospect we endeavor to keep 
him informed, at least in a general way, 
as to the progress we make in our solici- 
tation. The contact our prospect has with 
the officer in the department where he has 
his account is in all probability the 
strongest contact. If we bear down too 
heavily in our trust solicitation or if we 
neglect to pay him the attention he feels 
he deserves, the prospect may not com- 
plain directly to us, but he is more likely 
to complain to his friend, the officer of the 
other department. 

Oftentimes the officer may be per- 
suaded to take time to write a letter of 
introduction to a prospect for the trust 
representative or to telephone him to 
arrange for an interview. Such assistance 
is exceedingly valuable to the trust de- 
partment. * * * Such a contact is a dis- 
tinct aid to the trust representative as it 
often results in his obtaining the busi- 
ness, and with such an introduction the 
period of time required to obtain the 
business is usually shortened. If the co- 
operating bank officer will not write or 
telephone his customer to arrange for a 
trust department interview, he will in 
most cases allow the trust representative 
to say to the prospect when he calls that 
Mr. A, of the banking department, sug- 
gested he call to explain the service of the 
trust department. Even that is helpful in 
establishing the right relationship with 
the prospect. 

We cross reference all of our prospects 
with our official in such a way that we can 
go to the desk of one of our very busy 
officials and review with him in just a 


TRUST COMPANIES 


few moments all of our prospects who are 
known in some way to him. This takes 
less of the officers’ time and proves much 
more effective than the occasional review 
of individual names. It, therefore, makes 
it much easier for the officer to co-operate 
effectively with our trust department. * ** 

That same feeling of co-operation, so 
firmly implanted in our personnel in 
earlier years, has been fostered by suc- 
ceeding administrations until today the 
willingness to help each other is taken 
for granted in the bank. 

Even though there may be a definite 
desire and willingness to co-operate, the 
machinery for co-operation must be kept 
oiled and in repair if the greatest good is 
to be derived, and we in the trust depart- 
ment are doing all in our power to make 
it extremely easy for the members of our 
staff to help us. 


Basic Requirements of Sound 
Trust Advertising 


“If there is a general criticism to be 
made of trust company advertisements, it 
is that they try to cover too much terri- 
tory,” said Wilfred W. Fry, president of 
N. W. Ayer & Son, Inc., and a director of 
the First National Bank of Philadelphia 
and of the Fidelity-Philadelphia Trust 
Company, at the recent convention of the 
Financial Advertisers Association. “They 
incline to swamp the reader under a dozen 
specialized services, instead of taking up 
each one in a separate advertisement and 
explaining it simply and clearly.” 

Mr. Fry referred to the trust field as 
one “in which the average man’s need is 
great and his ignorance abysmal.” He 
added, “Changing conditions in the field 
of taxes and inheritances have today cre- 
ated a widened self-interest, a sharpened 
hunger for knowledge of these subjects. 
The way is certainly open for intelligent 
advertising by fiduciary institutions.” 

Reviewing the basic requirements of 
good advertising, Mr. Fry said that it 
must pay the advertiser immediately or 
in the long run, it must appeal to the self- 
interest of the reader, and it must make 
this appeal as dramatic, as simple and as 
understandable as possible. In conclusion 
he said, “I believe that constructive, 
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broad-gauge bank advertising can do as 
much as any single agency to reassure 
business, large and small, to start the 
wheels of industry turning and to rebuild 
the confidence of everyday men and wom- 
en in their friends, the banker..” 


Selling America a Safe Economic 
Philosophy 


A gigantic advertising campaign to sell 
America a safe economic policy was urged 
upon financial and business interests of 
the nation by Frank F. Brooks, President 
of the Pennsylvania Bankers’ Association 
and the First National Bank of Pitts- 
burgh, in an address September 9 before 
the annual convention of the Financial 
Advertisers Association at Atlantic City. 

“T am calling for the biggest advertis- 
ing campaign America ever saw,” Mr. 
Brooks said, “regardless of expense, to 
promote a greater degree of economic lit- 
eracy. I am calling for a campaign whose 
sponsorship will be so broad that the most 
prejudiced mind cannot challenge its 
spirit of altruism. An advertising cam- 
paign that will consolidate, vitalize and 
encourage that vast majority of straight 
thinkers when their influence is vital to 
the destiny of America. A campaign that 
will draw the sharp line between right 
and wrong economics, leaving no twilight 
zone where demagogues always operate. 
An advertising campaign that will put 
politics and government in their true rela- 
tion to our economic life. A campaign 
chargeable as an insurance policy against 
the depredations of economic illiterates 


and half-baked theorists. An advertising 
campaign, the principles of which should 
be woven into the education systems of 
our elementary and higher schools.” 

In expressing his conviction that the 
country will not stray far from sound 
American principles, he said: ““With the 
tragic lessons so freshly in mind, learned 
from those nations who have so recently 
violated all the laws of economic truth in 
their search for safety or dominion, you 
cannot persuade me that America will fol- 
low their paths to disaster. Under the 
froth created by those so busily engaged 
in muddying the surface waters of 
straight thinking, you will find the deep, 
clear sea of faith in the principles and 
institutions which built America.” 

In his general discussion of national 
affairs, Brooks stated that more impor- 
tant than our troublesome financial af- 
fairs was the danger of fostering the 
leaning habit. “My fear,” he said, “is that 
the pleasant, but wholly palliative nos- 
trums now being so freely offered, will, 
like opium, pollute too large a segment 
of our population with pleasant enervat- 
ing dreams, while marching them, or their 
children, inch by inch, from the pioneer 
spirit of absolute self-dependence. 

“T would have you know that there is 
such a thing as economic treason. Wheth- 
er it strikes through ignorance, selfish- 
ness or ill intent, there is but one way 
permanently to guard against its ravish- 
ments. That way is to have the camp of 
America illuminated by the torch of eco- 
nomic knowledge, with the constance and 
devotion that keep the flame burning on 
the grave of the unknown soldier.” 
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Property Taxation of Agency Funds 


Discussion of the Taxation of Securities When Held by a Trust Institution 
for a.Non-Resident 


J. HUGH HERRING 
of The Fidelity Trust Company, Baltimore, Md., and Member of the Baltimore Bar 


HE burden of taxation is constant- 
ly increasing. The states-in their 
efforts to tap new sources of reve- 
nue are always on the alert to seize upon 
every opportunity to exact a tribute. In- 
tangible property will be subjected to 
heavier taxation as time goes on. Trans- 
actions and jural relations extending 
across state lines are bound to give rise 
to conflicts between the states in their 
scramble to increase their incomes. The 
situation with which we are presently 
concerned is that existing when a resi- 
dent of one state names a trust company 
in another state as his agent for the 
management of his securities. What are 
the rights of the two states with respect 
to their taxing powers? Can either or 
both squeeze a tax from the owner of 
the securities? 


Character of the Agency 


The character of the agency here 
under consideration is one which involves 
the deposit of securities by a principal 
with a trust company for the purpose of 
having the trust company collect the in- 
come from the securities constituting the 
subject of the agency and the remitting 
of such income to the non-resident prin- 
cipal by check or by depositing the funds 
to his credit with the banking depart- 
ment of the same company or by deposit- 
ing the money in some other bank desig- 
nated by the principal. The corpus of the 
fund is to be invested and reinvested as 
the various securities fall due or are sold 
or exchanged for other securities. The 
trust company is to make recommenda- 
tions for the investment of funds and 
suggest from time to time to the princi- 
pal what securities it thinks it wise to 
sell and what ones to retain. The agent 
is, however, to make no changes without 
the consent of the principal. Will the 
courts decide that an arrangement of this 


9 
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character sets up a “business situs,” as 
that term is understood in the law, which 
will be sufficient to confer jurisdiction 
to levy a property tax? 

It might be well to sum up the various 
characteristics that have appeared in the 
cases and which the courts have con- 
sidered in fixing a taxable situs at the 
domicile of the agent. There might be 
listed the following: 


1. The existence of an agent within the 
taxing state holding funds of his prin- 
cipal, 

. Loaning the principal’s funds to per- 
sons domiciled in the taxing state, 

. Authority in the agent to invest and 
reinvest without the consent of the 
principal, 

. The presence in the taxing state of the 
papers representing the debts, claims, 
etc., i.e., bonds, stocks, notes, mort- 
gages, open accounts, etc. 


In the situation under consideration 
a number of these elements are present. 
The first and fourth are always present, 
and sometimes the third. While the 
second might be present we are here 
principally concerned with accounts 
where the investments are chiefly in 
stocks and bonds. All four elements need 
not exist at once before a taxable situs 
is recognized. While the second has been 
present in practically all of the cases, the 
“economic integration” of the principal’s 
funds might be considered from another 
angle. The local trust company is in the 
business of acting as agent. Every new 
account represents so much more busi- 
ness for the local company. The non- 
resident’s securities are bought and sold 
through local brokers who are enriched 
by this additional business furnished by 
the non-resident principal. If in addition 
to this the principal borrows from the 
bank and pledges the securities in his 
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agency as collateral an even stronger 
case is made out. 


Restriction of Taxation to Domicile of 
Trustee 


The Supreme Court has restricted the 
taxation of trust funds to the domicile 
of the trustee.’ If this is the better rule 
and it is admitted that intangibles held 
in trust should be taxed at the domicile 
of the trustee who controls and adminis- 
ters them, then it would seem that in- 
tangibles in the possession and control of 
an agent should be taxed where the agent 
resides rather than at the domicile of the 
principal. The practical differences be- 
tween an agency and a trust as far as 
jurisdictional requisites are concerned do 
not seem insurmountable. If the prop- 
erty can properly be regarded as having 
acquired a situs in the state where the 
agent has it in his possession, then such 
property is there taxable. When we con- 
sider revocable trusts and those with 
powers reserved in the grantor or con- 
ferred upon the cestuis que trustent to 
exercise some dominion over the corpus, 
as, rights to withdraw principal, powers 
to change investments, and powers of 
appointment, etc., it becomes apparent 
that we are entering a border-line field 
in which trust and agency tend to 
coalesce. 

There are a number of cases* which 
have arisen in Louisiana which have in- 
volved the conception of business situs 
and which the Supreme Court has passed 
upon. One of the earliest cases which the 
Supreme Court was asked to decide in- 
volved facts closely akin to those which 
exist under a customary agency agree- 
ment. In New Orleans v. Stempel*® an 
agent in New Orleans managed certain 
investments in mortgages and promis- 
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sory notes for his principal who resided 
in New York. The agent collected the 
income and principal as it became due 
and deposited it in a local bank to the 
credit of the principal in New York. The 
investments in this case apparently con- 
sisted chiefly of loans to residents of 
Louisiana secured by mortgages on real 
estate. While this last fact may be of 
some significance in determining busi- 
ness situs it does not seem to bulk large 
in the eyes of the court. The decision 
was based on the fact that the court con- 
sidered notes and mortgages as being 
“such a concrete form (of property) that 
we see no reason why a state may not 
declare that if found within its limits 
they shall be subject to taxation.” This 
was merely extending the doctrine which 
considered municipal and state securities 
as tangible to include notes and mort- 
gages. The question of the use of the 
notes and mortgages in connection with 
business activities was not discussed. 
The reasoning of the decision is no 
longer considered to be good law. It is 
now fairly well settled that jurisdiction 
to tax cannot be predicated upon the 
mere presence of documentary evidence 
within the state. 

In succeeding cases the Supreme Court 
has been embarrassed by the fact that 
the evidences of indebtedness were not 
kept within the taxing state. This com- 
pelled the court to seek other reasons to 
support its decisions. In these cases* the 
court was more careful to emphasize 
that a business was being carried on, 
saying, “Persons are not permitted to 
avail themselves for their own benefit of 
the laws of a state in the conduct of 
business within its limits, and then to 
escape their due contribution to the pub- 
lic needs through action of this sort, 





1 Safe Deposit v. Virginia 280 U. S. 83, 67 A. L. R. 
386 (1929). 
Brooke v. Norfolk 277 U. S. 25, 72 L. ed. 767 
(1928). (Justice Holmes apparently takes incon- 
sistent positions in these two cases. Dissenting in 
the first and delivering the majority opinion in the 
second.) 

2 New Orleans v. Stempel 175 U. S. 309, 44 L. ed. 
174 (1899). 
State Board of Assessors v. Comptoir National 
D’Escompte 191 U. S. 388, 48 L. ed. 232, 24 S. Ct. 
109, (1903). 


Metropolitan Life Insurance Co. v. New Orleans 
205 U. S. 395, 51 L. ed. 853, (1907). 
Liverpool and London and Globe Insurance Co. v. 
Board of Assessors 221 U. S. 346, 55 L. ed. 762, 
(1911). 
Orient Insurance Co. 
Orleans 221 U. S. 358, 
3 Supra, note 2. 
4 Bristol v. Washington County 177 U. S. 133, 44 
L. ed. 701 (1900). 
Metropolitan Life Insurance v. New Orleans 205 
U. S. 395 51 L. ed. 853, (1907). 


v. Board of Assessors of 
55 L. ed. 769, (1911). 





TRUST COMPANIES 


whether taken for convenience or by 
design.’” 

In Buck v. Beach* the notes and mort- 
gages which represented the loans were 
held for safekeeping in another state. It 
was nevertheless decided that the obli- 
gations were taxable in Ohio, the state 
in which the agent resided and where 
the loans were made. Justice Brewer, 
who delivered the majority opinion in 
New Orleans v. Stempel, dissented, for 
the court decided that notes were not 
specialties that could be taxed where 
found. Jurisdiction to tax is here found- 
ed upon the theory that to enforce the 
collection of the loans would require the 
assistance of the Ohio law and that that 
fact is sufficient to uphold the tax. The 
court thought that the agent in Indiana 
had bare custody of the notes. 

In Bristol v. Washington County’ the 
principal lived in New York and had an 
agent in Minnesota who loaned money on 
mortgages. The notes were all kept in 
New York and were only sent to Minne- 
sota as occasion required. The principal 
retained full power over the mortgages 
having them taken in her name and re- 
leasing them herself. The court held that 
a loan business was being conducted in 
Minnesota and upheld the tax. 


Cases Involving Business Situs 


The cases which the Supreme Court 
has considered thus far have undoubtedly 
involved the carrying on of a business. 
Transactions involving the buying and 
selling of commodities and the extension 
of credit to finance these activities are 
unquestionably business. Where credit is 
extended in the form of loans on mort- 
gages for the purpose of obtaining in- 
come in the form of interest we begin 
to enter a slightly different field. It be- 
comes increasingly difficult to determine 
when a business is being carried on and 
when the investor is making a few 
isolated investments for himself. When a 
non-resident sends an agent into the 
5 Bristol v. Washington County, supra note 4. 

6206 U. S. 392, 51 L. ed. 1106 (1907). 
7177 U. S. 188, 44 L. ed. 701, (1900). 
8In re Jefferson’s Estate (Minn.) 28 N. W. 256 


(1886). 
In re Miller’s Estate (1902) 116 Iowa 446, 90 
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state to make loans secured by mort- 
gages and to collect the interest and 
principal when due and to reloan his 
principal’s funds as the loans are paid 
off, it becomes clear that a money lend- 
ing business is being carried on in the 
state.* Such activities confer jurisdiction 
to tax. If the loans are made to residents 
of states other than the one in which the 
agent resides, another element is injected 
into the case. Here the fact that the 
debtors are not all domiciled within the 
taxing state might have some effect on 
the decision. 

In 1873 it was decided® that the juris- 
diction in which the debtor was domi- 
ciled could not levy a tax upon the money 
loaned. The value of the loans was said 
to follow the creditor. In most of the 
cases involving business situs as applied 
to the investment of funds the debtors 
were domiciled within the taxing states. 

N. W. 89. 


Catlin v. Hull 21 Vt. 152. (This is the first case 
to uphold taxation at the agent’s domicile.) 


9 State Tax on Foreign Held Bonds 15 Wallace 300, 
21 L. ed. 179, (1873). 
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- In Buck v. Miami County” an investment 
company purchased mortgages for its 
own account and then assigned them to 
third persons. This company was located 
in Missouri. One Buck who lived in Kan- 
sas bought some of these mortgages none 
of which were secured by land located 
in Kansas. The Supreme Court of Kan- 
sas decided that the mortgages had ac- 
quired a business situs in Missouri, 
where they were held by the investment 
house, and could not be taxed in Kansas. 
Whether or not the court would have de- 
cided differently had the mortgages been 
on land in Kansas is problematical. The 
presence of the debtor within the tax- 
ing state is merely one factor to be con- 
sidered in determining the existence vel 
non of a business. 

In Honest v. Gann" the cashier of the 
bank in which Honest kept his accounts 
made loans to various persons for Hon- 
est’s account. Honest moved from Kan- 
sas, where the bank was located, to New 
Mexico and the cashier of the bank con- 
tinued to act for Honest by making loans, 
collecting interest, renewing notes, etc. 
It was here held that Kansas could tax 
these notes. In this case Honest borrowed 
funds from the bank using the notes held 
by the cashier as collateral. This fact was 
considered as additional evidence that the 
notes had acquired a business situs in 
Kansas. 








10103 Kansas 270, L. R. A. 1918F 1140, 173 Pac. 344. 

11120 Kan. 375, 244 P. 283. 

12 Taxable—Armour Packing Co. v. Augusta (1903) 
118 Ga. 552, 45 S. E. 424, Armour Packing Co. v. 
Savannah 115 Ga. 140, 41 S. E. 2387, (1902) Not 
taxable—City of Vicksburg v. Armour Packing Co. 


While the cases involving commercial 
businesses are in a state of conflict,” 
nevertheless, we are here on firmer 
ground in trying to establish a business 
situs. The usual situation is that existing 
where a large corporation maintains an 
agency in another state for the purpose 
of buying and selling commodities. This 
selling of goods calls for the extension 
of credit, which is evidenced by notes or 
book accounts. It is these accounts which 
are the subject of the tax. Here there 
exists a series of transactions which are 
inextricably bound up with the business 
activity of the place where the agency is 
located. This is a clear case calling for 
the application of the “business situs” 
basis for taxation and is in keeping with 
the principles of the “integration” 
theory*® of taxation. The credits sought 
to be taxed arise out of the business ac- 
tivities being carried on within the state. 
Here the profits derived from the busi- 
ness can be truly said to originate in the 
state levying the tax. 


Control and Protection Theories 


Mere custody of bonds and stocks does 
not establish jurisdiction to tax. If a 
person should rent a safe deposit box in 
another state and should place therein 
certain stocks and bonds this would not 
entitle the state where the safe deposit 
box was located to tax the securities.” 
This example probably constitutes the 
most limited sort of naked custody. If 
instead of renting a box a person should 
leave securities with an officer of a bank 
or trust company the case becomes 
stronger; there would still be no right 
to tax. But if the trust company was 
given authority to collect the income and 
principal, to invest and reinvest, and gen- 
erally to manage the non-resident’s funds 
an entirely different situation would be 
presented and the courts might be in- 
clined to hold that such an arrangement 
conferred jurisdiction to tax. 


(Miss.) 24 So. 224, (1898). 

13 Prof. Arthur Leon Harding in “Double Taxation 
of Property and Income’”’ (Harvard University 
Press, 1933) sec. 8, p. 42. 

14 Baldwin v. Missouri 281 U. S. 586, 74 L. ed. 1057, 
(1930). 
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Under the control and protection 

theories’® of taxation a stronger case 
can be made out to support taxation by 
the domicile of the agent. To enforce the 
terms of the agreement it would be nec- 
essary for the non-resident principal to 
resort to the courts of the taxing state 
and it would only be by virtue of the 
law of such state that the principal 
would be entitled to any rights under 
the agency agreement. 
_It might be said in arguing against 
permitting taxation by the state in which 
the agent is located that the subject mat- 
ter of the agreement consists of stocks 
and bonds and mortgages which are prin- 
cipally issued by companies located out 
of the state. The purchase of stocks and 
bonds does not bring the principal’s 
funds into competition with other capital 
in the state except insofar as that capi- 
tal is a part of the vast amount of money 
in competition for the same securities 
throughout the entire country. 

The control and protection theories are 
now discredited as the sole basis of taxa- 
tion and are only elements to be con- 
sidered with other facts in fixing a busi- 
ness situs, 

The case which most nearly approaches 
the problem under discussion is that of 
Manufacturers’ Trust Company v. Hack- 
ett... In this case a Miss Smith, who 
lived in Connecticut, inherited $160,000, 
and being of advanced age she placed the 
money in the hands of one Brown who 
lived in New York City. Brown invested 
part of the money in certain mortgage 
bonds. He collected the interest, sent her 
the income and did all other acts neces- 
sary for the preservation of the prop- 
erty. Miss Smith then died. A Connecti- 
cut statute’ provides that upon the 
death of a person there shall be assessed 
against his estate a tax of 2 per centum 
of the inventory value of his securities 
unless the personal representatives can 
show that the tax on the intangible prop- 
erty was regularly paid during life. The 





15 Under the control theory a right to tax exists 
wherever a state can exercise sufficient power over 
the object sought to be taxed to enable the state 
to exact a tribute. Harding, Double Taxation of 
Property and Income, sec. 5. 

16 The protection theory considers taxes as being a 


The 


Oldest Trust Company 


in Pittsburgh 
ESTABLISHED 1867 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


court held that the property in the hands 
of the agent in New York was within the 
jurisdiction of Connecticut and that the 
property was liable for the tax. Judge 
Hinman stated, 


“This situation when viewed as a whole cannot 
fairly be regarded as constituting the engaging or 
employing of capital in business by the decedent 
through her agent in any sense which reason and the 
precedents, when broadly considered, indicate as being 
that contemplated in order to constitute business 
situs. Activities and operations of a business nature 
were limited to the management, investment, and 
reinvestment of the decedent’s private estate, differ- 
ing in no respect from what she could and naturally 
might have done for herself but for disqualifications 
of age and inexperience. They savor not at all of the 
loaning of money to the public as a business or other 
operations for profit which the nature and logical 
justification for the doctrine connote and which, as 
we have noted has usually characterized situations 
recognized as conferring a business situs. Under such 
circumstances, at least, authority in an agent to 
invest and reinvest principal as well as collect and 
remit to the owner does not, as indicated obiter in 
Lockwood v. Blodgett, constitute such an engaging 





payment to the state in return for its protection. 
Harding, Double Taxation of Property and Income, 
sec. 4, 


17170 Atl. 792, (Conn.) (1934). 
17a Sec. 1403, General Statutes, Revision of 1930. 





TRUST COMPANIES 


SINCE 1891 
THIS INSTITUTION HAS BEEN 
ACTIVE IN ESTATE 


MANAGEMENT 


TRUST COMPANY OF GEORGIA 
ATLANTA 


in business as to create this situs. The stipulation 
reveals also that no taxes, other than a recording tax 
paid at the time they were recorded, were ever 
assessed by the state of New York or any political 
subdivision thereof on the bonds and mortgages or 
the income therefrom, although the statutes of that 
state provide for a tax on income ‘from all property 
owned and from every business, trade, profession or 
occupation carried on in this state by natural persons 
not residents of the state.’ Laws 1919, c. 627 sec 1 
adding section 351, Tax Law (Consol. Laws c. 60); 
Tax Laws of New York (1932) sec. 35. This fact 
must be taken as signifying that the transactions in 
behalf of this decedent were not regarded by the New 
York taxing authorities as the carrying on of busi- 
ness in that state.” 


The court’s reference to the fact that 
the investments were limited to the dece- 
dent’s private estate carries little weight 
for a person may transact a large volume 
of business with his private estate. The 
statement that the agent did nothing 
more than the decedent herself might 
have done likewise is unconvincing, for 
no agent may do any act which his 
principal might not legally have done 
herself. The acts of the agent are con- 
sidered as the acts of the principal. The 
statement “They savor not at all of the 
loaning of money to the public as a busi- 
ness” is upon firmer ground and the 
court has here seized upon a concrete 
reason for its decision. The reference “or 
other operations for profit” is very gen- 
eral. Certainly the investments were not 
made with the expectation of losing 
money. Profit can be made through the 
purchase and sale of investments as well 
as through buying and selling goods. 
Most of the’cases have involved the loan- 
ing of funds to persons domiciled in the 


state. The real reason for the court’s 
decision seems to be that this case does 
not involve the loaning of money to the 
public and therefore they do not recog- 
nize the existence of a business situs. To 
reach such a conclusion the court would 
have to restrict the term loan to mean 
a transfer of funds to the debtor himself. 
Once the original creditor had trans- 
ferred his interest in his claim the char- 
acter of the transaction would be con- 
sidered at an end. This is not entirely 
true, for all subsequent transferees and 
assignees are indirectly loaning money 
to the original debtor. However, this case 
seems to be the one most nearly in point 
with the problem under discussion and at 
least determines what they think of the 
situation in Connecticut. This case pre- 
sents the theory of taxation expressed in 
the maxim mobilia sequuntur personam 
and it may be that this is the better rule. 
But it should be remembered as the 
Supreme Court has said, “taxation is an 
intensely practical matter’’** and where 
legal niceties and obstinate facts collide 
the latter are prevailing more and more 
frequently over the former. 


Development of Law on Jurisdiction for Tax 
Purposes 


Although jurisdiction for purposes of 
inheritance taxation and for property 
taxation are usually treated as being 
founded upon different principles, it has 
been suggested that there is no basic 
jurisdictional difference.’® Any difference 
that exists is very tenuous and shadowy. 
The earlier decisions in the inheritance 
and death tax field have permitted mul- 
tiple taxation. Blackstone v. Miller*® and 
the cases founded thereon held that taxa- 
tion of the same property by two or more 
states violated no constitutional princi- 
ples. The conclusion reached in Black- 
stone v. Miller was not alone applicable 
to inheritance taxes, but seemed to apply 
to taxation in general, peculiarly so to 
the taxation of intangible property. 
Justice Holmes, who wrote the opinion, 
did not believe that the due process 





18 Farmers Loan and Trust Co. v. Minnesota 280 U. 
S. 204, 74 L. ed. 371, (1930) at p. 212. 
19 Harding, Double Taxation of Property and Income, 


p. 117. 
20188 U. S. 189, 47 L. ed. 439, 23 S. Ct. Rep. 277, 


(1903). 
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clause of the Fourteenth Amendment 
could be construed as a limitation on the 
taxing power of the states. He believed 
that if the rights of the parties depended 
in any way upon the law of the state im- 
posing the tax, then that fact was suf- 
ficient to confer jurisdiction. But Jus- 
tice Holmes’ views have been repudi- 
ated and the Supreme Court has defi- 
nitely committed itself to the eradication 
of double taxation. Although it may seem 
stretching a point to exercise this power 
under the Fourteenth Amendment, the 
result to be obtained does seem desirable 
from the standpoint of the over-burdened 
taxpayer. It seems certain, then, that 
only one state may tax the property held 
in an agency account. A brief resumé 
of the development of the law may here 
prove helpful. ‘ 

Coe v. Errol™ stated that taxation by 
one state would not preclude taxation by 
another. In the case of “State Tax on 
Foreign Held Bonds” the Supreme 
Court held that bonds held by non-resi- 
dents of a state could not be taxed by the 
state in which the issuing corporation 
was incorporated. The situs of the debt 
was determined to be with the creditor 
and not with the debtor. This was a step 
forward in the contraction of the “con- 
trol” and “protection” theories of taxa- 
tion. Savings and Loan Society v. Mult- 
nomah County* restricted the effect of 
“State Tax on Foreign Held Bonds” by 
permitting the state in which mortgaged 
land was located to tax the non-resident 
mortgage holder upon the value of the 
mortgage. In Union Refrigerator Transit 
Company v. Kentucky™ it was held that 
tangible chattels which had acquired a 
taxable situs in another jurisdiction 
were not taxable at the domicile of the 
owner. This case considerably modified 
the view expressed in Coe v. Errol that 
tangible chattels might be taxed at the 
domicile of the owner and also where 
located. In New Orleans v. Stempel” a 
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statute was upheld which levied a tax 
on money and credits belonging to a resi- 
dent of New York upon the ground that 
such property had acquired a taxable 
situs in Louisiana. Bristol v. Washington 
County” permitted similar taxation of 
money and credits secured by mortgages 
in Minnesota though owned by a resident 
of New York. Metropolitan Insurance 
Company v. Louisiana” further strength- 
ened this view. Frick v. Pennsylvania* 
decided that tangible chattels situated in 
another state could not be subjected to an 
inheritance tax by the domiciliary state. 
Farmers Loan and Trust Company v. 
Minnesota” definitely overruled Black- 
stone v. Miller and extended the rule 
which saves tangible chattels from 
double taxation to include intangibles. 
The cases of Baldwin v. Missouri,® Beid- 





21116 U. S. 517, 29 L. ed. 715, 6 Sup. Ct. Rep. 475, 
(1886). 

22.15 Wallace 300, 21 L. ed. 179, (1873). 

23169 U. S. 421, 42 L. ed. 803, 18 Sup. Ct. Rep. 392. 


24199 U. S. 194, 50 L. ed. 150, 26 Sup. Ct. Rep. 36, 


(1905). 
25.175 U. S. 309, 44 L. ed. 174, 20 Supt. Ct. Rep. 110, 
(1899). 


26177 U. S. 188, 44 L. ed. 701, 20 Sup. Ct. Rep. 585, 
(1900). 

27 205 U. S. 395, 51 L. ed. 853, 27 Sup. Ct. Rep. 499, 
(1907). 

28 268 U. S. 
29 280 U. S. 
(1930). 

30 281 U. S. 5 


, 69 L. ed. 1059, (1925). 
, 74 L. ed. 371, 50 Sup. Ct. Rep. 98, 


, 74 L. ed. 1056, (1930). 
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It is a Prudential ideal that PROMPT payment 
of claims is a FIRST duty. 


The beneficiary of a Prudential 
policy is thus spared the addi- 
tional burden of worry over fi- 
nances at a time when money is 
needed most. 





Wise family providers, knowing 
this, are Prudential policyholders. 
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Che Prudential 


Jnsurance Company of America 
Epwarp D. DurrieE.p, President 
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ler v. South Carolina Tax Commission™ 
and First National Bank v. Maine* have 
further enlarged the rule laid down in 
Farmers Loan and Trust Company v. 
Minnesota. In First National Bank v. 
Maine it was held that the State of Maine 
could not levy an inheritance or death 
transfer tax upon stock issued by a 
Maine corporation to a resident of Massa- 
chusetts. 


Summary 


To summarize: corporate bonds, notes, 
open accounts and other evidences of 
debt are taxable in the jurisdiction where 
the creditor is domiciled. Corporate stock 
has been held to be taxable both at the 
shadeholders’ domicile and by the state 
in which the issuing corporation is in- 
corporated.* If this question should be 


31 282 U. S. 1, 75 L. ed. 131, (1930). 
32 284, U. S. 312, 76 L. ed. 313, (1932). 


33 Corry v. Balto. 196 U. S. 466, 49 L. ed. 557, (1905). 
Susquehanna Power Co. v. State Tax Commission 
159 Md. 358. Judge Offutt in this case did not be- 
lieve that Safe Deposit v. Virginia and Farmers 
Loan and Trust Co. v. Minnesota restrained the 











presented to the present bench they 
might restrict property taxation to the 
shareholder’s domicile as they have re- 
stricted inheritance taxation. Mortgages 
secured by real estate can be taxed where 
the mortgagee resides. Mortgages can 
likewise be taxed by the state in which 
the land is located as being an interest 
in land.** But the combined taxable basis 
of the land and mortgage cannot exceed 
the fair value of the land. All the above 
classes of intangibles can be taxed at 
locations other than the domicile of the 
owner if they have there acquired a 
“business situs.” By business situs is 
meant such use of the property as to 
make it an integral part of the local 
wealth. It is not at all certain just what 
facts constitute a business situs. Differ- 


ent courts may reach divergent conclu- 
power of the incorporating state to tax non- 
resident shareholders. 
Notes 37 West Virginia Law Quarterly 115, 40 
Yale Law Journal 99, The query here asked as 
to taxation of stock held by non-resident seems to 
have been answered by First Nat’l Bank v. Maine 
284 U. S. 312. 

34 Supra, note 23. 
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sions on virtually the same set of facts. 
The earlier cases involving business 
situs of intangibles which have been 
presented to the Supreme Court were 
more clearly “businesses” as that term is 
commonly used. In some late cases” the 
court has expressly reserved the question 
of business situs and only the future can 
tell what the ultimate decision will be. 


35 Farmers Loan and Trust Co. v. Minnesota, (1930). 
280 U. S. 204, at p. 213, 74 L. ed. 371, at p. 376. 
Baldwin v. Missouri (1930), 281 U. S. 585, at p. 
594, 74 L. ed. 1056, at 1061. 

First National Bank v. Maine (1932). 284 U. S. 
312, at 331. 76 L. ed. 313 at p. 321. 


Supplemental List of Authorities 


Cases Permitting Taxation at the Agent’s 
Domicile— 


Re: Investment of funds. 
New Orleans v. Stempel 175 U. S. 309, 44 L. ed. 174, 
(1899). 
Bristol v. Washington County 177 U. S. 133, 44 L. ed. 
701, (1900). 
State Board of Assessors of the Parish of Orleans v. 
Comptoir National D’Escompte de Paris, 191 U. S. 
388, 48 L. ed. 232, 24 S. Ct. R. 109, (1903). 
Metropolitan Life Insurance Co. v. New Orleans 205 
U. S. 395, 51 L. ed. 853, (1907). 
Liverpool and London and Globe Insurance Co. of 
New York v. Board of Assessors for Parish of 
Orleans 221 U. S. 348, 55 L. ed. 762, (1911). 
Orient Insurance Co. v. Board of Assessors of Parish 
of Orleans 221 U. S. 358, 55 L. ed. 769, (1911). 
Cream of Wheat Co. v. Grand Forks 253 U. S. 325, 
64 L. ed. 931, 40 S. Ct. R. 558, (1920). (Corporate 
excess taxed in state of incorporation). 
Title Guar. and Trust Co. v. Los Angeles County 3 
Cal. App. 619, 86 p. 844, (1906). 
Matzenbaugh v. People 194 Ill. 108, 62 N. E. 546, 88 
Am. St. Re. 134, (1901). 
Board of Supervisors of Tazewell County v. Daven- 
port 40 Ill., 197, (1866). 
Hathaway et al v. Edwards 42 Ind. App. 22, 85 N. 
E., 28. 
German Trust Co. v. Board of Equalization of Daven- 
port 121, Iowa 325, 96 N. W. 878 (1903). 
In re Miller’s Estate 116 Iowa 446, 90 N. W. 89, 
(1902). . 
Finch v. York County 19 Neb. 50, 46 Am. Rep. 740, 
(1886). 
Hutchinson v. Board of Equalization 66 Iowa 35, 23 
N. W. 249, (1885), but see 67 Iowa 182, 25 N. W. 
121, (1885). 
Heinz v. Board of Equalization of Davenport 121 
Iowa 445, 96 N. W. 967. 
Buck v. Miami County 103 Kan. 270, L. R. A. 1918F 
1140, 173 Pac. 344, (1918). 
Honest v. Gann 120 Kan. 375, 244 Pac. 233, (1926). 
Higgins v. Commonwealth 126 Ky. 211, 103 S. W. 
306 (1906). (Trust and agency considered as being 
in same class for purposes of taxation.) 
New England Mutual Life Insurance Co. v. Board of 
Assessors 121 La. 1067, 26 L. R. A. (N. S.) 1120, 47 
So. 27 (1908). 
National Fire Insurance Co. v. Board of Assessors 
121 La. 108, 126 Am. St. Rep. 313, 46 So. 117 (1908). 
Curtis v. Township of Richland 56 Mich. 478, 23 N. 
W. 175 (1885) (No conflict between states. Different 
township involved.) 
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Arosin v. London and N. W. Amer. Mortgage Co. 
80 Minn. 277 83 N. W. 339 (1900). 
In re Jefferson’s Estate (Minn.) 
(1886). 

People, ex rel. Westbrook v. Village of Ogdensburgh 
48 N. Y. 390 (1872). 
People, ex rel. Jefferson v. 
(1882). 

People v. Willis 1383 N. Y. 383, 31 N. E. 225. 
Billinghurst v. Spink County 5 S. D. 84, 58 N. W. 272 
(1894). 

Wm. Redmond et al v. Commissioners of Rutherford 
87 N. C. 122 (1882). 

Hall v. Miller 102 Tex. 289, 115 S. W. 1168 (1909). 
Texas Land and Carrle Co. v. Fort Worth 73 S. W. 
(2nd) 860. 

Catlin v. Hull 21 Vt. 152 (1840). 
Poppleton v. Yamhill County 18 
Rep. 741, 23 p. 2538, (1890). 
Western Assurance Co. v. Halliday 110 F. 259 (aff’d 
126 F. 257). 

DeGanay v. Lederer 239 Fed. 568, (1917). 


28 N. W. 256, 


Smith 88 N. Y. 577, 


Or. 377, 56 Am. 


Cases Involving the Buying and Selling of 
Goods 


Armour Packing Co. v. City Council of Augusta 118 
Ga. 552 45 S. E. 424, (1903). 

Armour Packing Co. v. Savannah 115 Ga. 140, 41 
S. E. 237, (1902). 

Commonwealth v. R. G. Dun and Co. 126 Ky. 108, 
102 S. W. 859, 10 L. R. A. (N. S.) 920, (1907). 
Miami Coal Co. v. Fax et al (Ind.) 176 N. E. 11, 
(1981). 

Bluefields Banana Co. v. Board of Assessors 49 La. 
Ann. 21 So. 627, (1897). 

Bertron, Griscom and Jenks v. New Orleans 131 La. 
73, 59 So. 19, (1912). 

Bemis Bros. Bag. Co. v. Louisiana Tax Commission 
158 La. 1, 103 So. 337, (1925). 

Monongahela River Cons. Coal & Coke Co. v. Board 
of Assessors 115 La. 564, 39 So. 601, (1905). 

Clay, Robinson and Co. v. Douglas County et al 88 
Neb. 353, 129 N. W. 548, L. R. A. 1915C 922, Ann. 
Cas. 1912B 756 (1911). 

Marshall-Wells Hardware Co. v. Multnomah Co. 58 
Or. 469, 115 Pac. 150, (1911). 

Jesse French Piano and Oregon Co. v. Dallas (Texas) 
61 S. W. 942, (1901). 

In re Wheeling Steel Corporation Assessment (W. 
Va.) 177 S. E. 535, (1984). 

See also: State v. Fidelity and Deposit Co. (Texas) 
80 S. W. 544, (1904) ; People v. Home Insurance Co. 
29 Cal. 533 (1866) ; Teche Lines v. Board of Super- 
visors (Miss.) 142 So. 24 & 148 So. 486, (19382). 
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Cases Denying Taxation at Agent’s Domicile 


Re: Investment of funds. 
Buck v. Beach 206 U. S. 392, 51 L. ed. 1106, (1907) 
and see 45 N. E. 647, 47 N. E. 9, 71 N. E. 963. 
Lockwood v. Blodgett 106 Conn. 525, 138 Atl. 520, 
(1927). 
Manufacturers’ Trust Co. v. Hackett (Conn.) 170 
Atl. 792, (1934). 
Goldgart v. People 106 Ill. 25 (1883). (No agent in 
case. Prin. in N. Y. Loans made in II.) 
Hayward v. Board of Review 189 Ill. 234, 59 N. E. 
601, (1901). 
Reat et al v. People, ex rel Gannaway 201 IIl., 469, 
66 N. E. 242, (1903). 
Appeal of Borden 208 Ill. 369, 70 N. E. 310, (1904). 
Theobald v. Clapp 43 Ind. App. 191, 87 N. E. 100, 
(1909). 
Herron v. Keeran 59 Ind. 472, 26 Am. Rep. 87, 
(1877). 
Mercartney v. Caskey 66 Kan. 412, 71 Pac. 832, 
(1903). 
Johnson County v. Hewitt 76 Kan. 816, 14 L. R. A. 
(N. S.) 493, 93 Pac. 181, (1907). 
Commonwealth v. Northwestern Mutual Life Insur- 
ance Co. (Ky.) 107 S. W. 233, (1908). 
Commonwealth v. Prudential Life Insurance Co. 149 
Ky. 380, 149 S. W. 836, (1912). 
Village of Howell v. Gordon 127 Mich. 517, 86 N. W. 
1042, (1901). 
Baars v. City of Grand Rapids 129 Mich. 572, 89 
W. 328, (1902). 
Adams v. Colinial and U. S. Mortgage Co. (Miss.) 
34 So. 482, (1903). 
Myers v. Seaberger 34 Ohio St. 232, 12 N. E. 7 
(1887). 
Jamison v. Commonwealth 120 Va. 137, 90 S. E. 
640, (1906). (No agent in this case.) 
Colonial-American National Bank v. Commonwealth 
(Va.) 171 S. E. 596, (1933). 
Walker v. Jack 100 Fed. 1006, 96 Fed. 578, 88 Fed. 
576, 79 Fed. 138. 
Rounds and Porter Lumber Co. v. Livesay 66 F. 
(2nd) 298, (1933). 
See also: In re Fair’s Estate 128 Cal. 607, 61 Pac. 
184, (1900). 


Cases Involving the Buying and Selling 
of Goods 


Westinghouse Elec. and Mfg. Co. v. Los Angeles 
County 188 Cal. 491, 205 Pac. 1076. 

City of Vicksburg v. Armour Packing Co. (Miss.) 24 
So. 224, (1898). 


Crane Co. v. City Council of City of Des Moines 
(Iowa) 225 N. W. 344, (1927). 

American Barge v. Board of Supervisors (Ky.) 55 
S. W. (2nd) 417, (1932). 

Commonwealth v. Consolidated Casualty Co. 170 Ky. 
103, 185 S. W. 508, (1916). 

Railey v. Board of Assessors 44 La. Ann. 765, 11 
So. 93, (1892), contra; Liverpool and London and 
Globe Ins. Co. v. Board of Assessors 44 La. Ann. 760, 
11 So. 91. See also same v. same 47 So. 415. 

Tax Commission v. Kelly-Springfield Tire Co. (Ohio) 
175 N. E. 700, (1931). 

In re Dodge Bros. 241 Mich. 665, 217 N. W. 777. 
Reliable Stores Corp. v. City of Detroit 260 Mich. 2, 
244 N. W. 208, (1932). 

Endicott, Johnson and Co. v. Multnomah County 96 
Or. 679, 190 Pac. 1109 (1920). 

Michelin Tire Co. of Calif. v. Hurlbutt 121 Or. 110, 
254 Pac. 196, (1927). 

Ewa Plantation Co. v. Wilder Tax Assessor (C. C. 
A. 9th) 289 Fed. 664, (1923). 

See also the following Notes: 

76 A. L. R. 806—Business situs for purposes of prop- 
erty taxation of intangibles in state other than 
domicile of owner. 

79 A. L. R. 344—Business situs of intangibles in state 
other than domicile of owner as excluding tax at 
domicile. 

67 A. L. R. 393—Situs for property taxation of trust 
funds. 


Roosevelt on Property 


“The transmission from generation to 
generation of vast fortunes by will, in- 
heritance or gift is not consistent with 
the ideals and sentiments of the Ameri- 
can people.” 

Franklin D. Roosevelt. 


Lincoln on Property 


“The strongest bond of human sym- 
pathy outside of the family relation 
should be one uniting all working people 
of all nations and tongues and kindreds. 
Nor should this lead us to a war upon 
property or the owners of property. Prop- 
erty is the fruit of labor; property is de- 
sirable; is a positive good in the world. 
That some should be rich shows that 
others may become rich and hence is just 
encouragement to industry and enter- 
prise. Let not him who is houseless pull 
down the house of another, but let him 
labor diligently and build one for himself, 
thus by example assuring that his own 
shall be safe from violence when built.” 


Abraham Lincoln. 





Wisconsin Trust Investment Laws Modernized 
by Recent Amendments 


‘Summary of Important Changes and Extensions in Legal List 


N UMEROUS changes in the trust 
investment laws of Wisconsin 
were effected by — statutory 

amendments which went into effect in 
August. In_ several respects’ these 
changes expanded the list of permissible 
investments for executors, administra- 
tors, guardians and trustees. Other 
changes were designed to “modernize” 
the provisions with respect to specific 
types of permissible investments. 

As to Federal bonds, the old descrip- 
tion of permissible investments was 
“bonds or interest bearing notes or ob- 
ligations of the United States.” This has 
been changed to “bonds, notes or other 
evidences of indebtedness of the United 
States or which are _ unconditionally 
guaranteed as to the payment of inter- 
est and principal by the United States.” 

State bonds formerly permissible were 
described as “bonds or interest bearing 
obligations of any state of the United 
States, except the states of Nevada and 
Wyoming, and except also the present 
territories of the United States (and 
such territories shall continue to be ex- 
cepted after admission to statehood).” 
The new description is: “bonds, notes or 
other evidences of indebtedness which 
are a direct obligation of any state of 
the United States; provided that such 
state shall not have defaulted for a pe- 
riod longer than thirty days in the pay- 
ment of any of its funded indebtedness 
during the ten calendar years immedi- 
ately preceding such investment.” 

So far as Wisconsin municipals are 
concerned, the chief changes have been 
to expand the description from “bonds” 
to “bonds, notes or other evidences of 
indebtedness” and to apply the default 
provisions formerly applicable only to 
municipals in states other than Wis- 
consin. 

As to municipals in other states, the 
most important change is that the popu- 
lation requirement for cities is raised 
from 25,000 to 30,000. 

A new paragraph is added permitting 
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investment “in certificates of deposit in- 
sured by any bank organized under the 
laws of this state which is a member of 
the temporary Federal deposit insurance 
fund or which is an insured bank as 
defined in the Federal Banking Act of 
1933 or any Act amendatory thereof or 
supplementary thereto or by depositing 
in a savings account in any such bank, 
not exceeding the maximum amount 
fully insured in said fund or by said 
corporation.” 

Another new paragraph permits in- 
vestment in “the lawfully authorized evi- 
dences of indebtedness of a municipally 
owned public utility of this state, cre- 
ated pursuant to Section 3 of Article XI 
of the constitution, if the net book value 
of the property pledged as security for 
such bonds has been established or ap- 
proved by the Public Service Commis- 
sion, and the total issue of such bonds 
does not exceed 50 per cent. of the net 
book value of the property pledged as 
security therefor.” 

The building and loan _ restriction 
heretofore was to associations “organ- 
ized under the laws of this state.” To 
this has been added “‘and of any Federal 
savings and loan association organized 
under the laws of the United States.” 

The old paragraph relating to bonds 
of the federal or joint stock land banks 
has been rewritten as follows: “In the 
bonds of the Federal land banks author- 
ized by the Federal Farm Loan Act ap- 
proved July 17, 1916, as amended from 
time to time, and in the bonds of the 
Home Owners Loan Corporation author- 
ized by the Federal Home Owners Loan 
Act of 1933, approved June 13, 1933, as 
amended from time to time.” 

A new paragraph permits investment 
in “bonds, notes, or other evidences of 
indebtedness of the Dominion of Canada, 
or which are unconditionally guaranteed 
as to the payment of interest and prin- 
cipal by the Dominion of Canada.” 

A decided change was made in the 
provisions regarding railway bonds. The 
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old law permitted investments in “mort- 
gage bonds of any steam railway or rail- 
road corporation in the United States 
owning and operating not less than five 
hundred miles of track, which has paid 
dividends upon its entire capital stock 
for ten years immediately preceding 
such investment.” In lieu of the wording 
“mortgage bonds of,” the new wording 
is “mortgage bonds issued, assumed or 
guaranteed as to principal and interest 
by.” Instead of “five hundred miles of 
track,” the requirement is “five hundred 
miles of standard gauge railroad track 
exclusive of sidings.” Gross earnings 
during the five fiscal years preceding the 
date of investment shall be not less than 
$10,000,000. The corporation shall not 
have failed within five calendar years 
next preceding the investment “to pay 
the matured principal and interest of 
any of its mortgage and other fixed 
interest bearing indebtedness.” Net 
earnings available for fixed charges shall 
show a five-year average of not less than 
one and one-half times the total of fixed 
charges, and fixed charges are defined as 
“rent for leased roads, miscellaneous 
rents, interest on funded debt, interest 
on unfunded debt, and amortization of 
discount on funded debt.” The further 
stipulation is made that the corporation 
shall not have failed in any one of the 
five fiscal years immediately preceding 
the investment to earn such fixed 
charges. 

Changes with respect to public utili- 
ties are even more suggestive. In the 
old statute, the introductory paragraph 
enumerated “any public utility corpora- 
tion or any street railway operating in 
cities with a population of ten thousand 
or over.” This is changed to read, “any 
public utility corporation incorporated 
under the laws of the United States, or 
any of the states thereof, owning or 
operating any plant, property or equip- 
ment for the conveyance of telephone 
messages or for the production, trans- 
mission, delivery or furnishing of heat, 
light, gas, water or power, either di- 
rectly or indirectly, to or for the public.” 
As to gross earnings, the old stipulation 
was that they shall be six times the an- 
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nual interest in each of the five preced- 
ing years. This is changed to a flat sum 
of $1,000,000. As to net earnings, the 
old stipulation was that they shall be not 
less than $100,000 and at least two and 
one-half times the annual interest, net 
earnings being specified as after depre- 
ciation, maintenance and taxes. In the 
new Act, the specific amount of $100,000 
is omitted. The stipulation is that net 
earnings be twice fixed charges as an 
average for the five preceding years and 
one and one-half times fixed charges in 
the year immediately preceding the in- 
vestment, fixed charges being defined as 
“interest on funded debt, interest on un- 
funded debt, amortization of discount on 
funded debt, lease rentals and miscel- 
laneous rents.” The default provisions is 
also changed. Formerly it was specified 
that the corporation shall not have failed 
to pay “when and as due” the principal 
of and interest “on any of its obliga- 
tions” at any time within five fiscal 
years. The new provision is that it “shall 
not within five calendar years prior to 
such investment have failed to pay the 
matured principal and interest on any 
of its mortgages and other fixed interest 
bearing indebtedness.” The requirement 
that bonds shall have been outstanding 
at least five years is left unchanged, as 
is also the requirement as to regulation 
by a commission, but there is a relaxa- 
tion as to authorization of issuance to 
include authorization by commissions in 
other states. As to the size of the issue, 
the old provision was that not less than 
$500,000 in one or more series be out- 
standing; whereas under the new law 
this amount shall have been outstanding 
in the hands of the public at the time of 
investment or at some prior time. 

The paragraph relating to first real 
estate mortgages or trust deeds has been 
changed from “improved farm property 
or improved urban property” to “im- 
proved real property,” and the words 
“actual value” to “fair market value.” 

A new paragraph was added permitting 
investments in “the stock, notes and 
debentures of any credit union, or credit 
union finance corporation organized un- 
der the laws of this state.” 
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CHASE SERVICE 


To Correspondent Banks 


Investment Checkings 


IN ADDITION to its securities safekeeping ser- 
vice and its facilities for the execution of pur- 
chase and sale orders, the Chase is helpful to 


correspondents in a number of other ways. 


Correspondents frequently seek information 
about commercial paper or acceptances which 


they are considering for investment. 


Such inquiries are immediately brought to the 
attention of the Chase officers directly in 
charge of the bank’s own investment port- 


folio. 


These officers welcome the opportunity to 
check investments for correspondents and 
exchange information and opinions on mat- 


ters of investment policy. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 





' Program of Thirteenth Regional 


Pacific Coast and Rocky Mountain States Trust Conference 
Los Angeles, October 31st, and November Ist, 1935 


Thursday, 10:00 A. M. 

CHAIRMAN: A. L. Lathrop, General 
Chairman, Thirteenth Regional 
Trust Company Conference; Presi- 
dent, California Bankers Associa- 
tion; Vice-President, Union Bank & 
Trust Company, Los Angeles, Cal. 

ADDRESS OF WELCOME—John F. 
Keogh, President, Trust Section, 
California Bankers’ Association; 
Vice-President and General Counsel, 
Title Guarantee and Trust Company, 
Los Angeles, California. 

RESPONSE—W. J. Kieferdorf, Vice- 
President and Senior Trust Officer, 
Bank of America, N. T. & S. A., 
San Francisco. 

RELATIONS OF TRUST COMPANIES 
WITH FEDERAL GOVERNMENT 
—Henry A. Theis, Vice-President, 
Guaranty Trust Company of New 
York, New York City. 

SERVICE AND RESPONSIBILITY AS 
BASIS FOR TRUST CHARGES— 
Conner Malott, President, Corporate 
Fiduciaries Association of Washing- 
ton; Vice-President, Spokane and 
Eastern Trust Company, Spokane. 


Thursday, 2:00 P. M. 

CHAIRMAN: Albert L. Grutze, Presi- 
dent, Trust Companies Association 
of Oregon; Vice-President and 
Trust Officer, Title and Trust Com- 
pany, Portland, Oregon. 

MODIFICATIONS AND ADDITIONS 
TO TRUST INDENTURES SE- 
CURING BOND ISSUES (BEAR- 
ING IN MIND EXPERIENCES OF 
FORECLOSURES AND REOR- 
GANIZATIONS IN PAST FIVE 
YEARS)—Lorne L. Miller, Vice- 
President and Trust Officer, Port- 
land Trust & Savings Bank, Port- 
land, Oregon. 

ACCOUNTING AND AUDITING 
PROBLEMS ARISING IN TRUST 
DEPARTMENT OPERATIONS: 
Open Forum Discussion—Led by T. 
F. Mullens, Trust Auditor, Security- 
First National Bank of Los Angeles. 

A CUSTOMER CONFERENCE IN 1935 


CONCERNING A WILL: A Demon- 

stration—Conducted by Alfred V. 

Godsave, Vice-President, Pacific Na- 

tional Bank of Seattle, Wash. 
Friday, 10:00 A. M. 

CHAIRMAN: H. B. Whitney, President, 
Trust Companies Section of Utah 
Bankers Assn. and Trust Officer, 
First National Bank of Salt Lake 
City, Utah. 

THE FUTURE TRUST OFFICER AND 
HIS REQUIREMENTS—4J. W. Alli- 
son, Vice-President and Trust Offi- 
cer, First and Merchants National 
Bank, Richmond, Virginia. 

FUTURE ADVERTISING OF TRUST 
SERVICES IN VIEW OF PAST 
EXPERIENCE—W. H. Loos, Vice- 
President and Trust Officer, First 
Security Bank of Utah, Ogden. 

HOW LAWYERS AND TRUST COM- 
PANIES MAY COOPERATE—C. 
W. Gibson, Vice-President, The Val- 
ley Bank and Trust Company, 
Phoenix, Arizona. 

Friday, 2:00 P. M. 

CHAIRMAN: H. L. Fletcher, President, 
Corporate Fiduciaries Association of 
Phoenix; Assistant Trust Officer, 
The Valley Bank and Trust Com- 
pany, Phoenix, Arizona. 

A COMPREHENSIVE LIABILITY IN- 
SURANCE POLICY FOR CORPO- 
RATE FIDUCIARIES—William N. 
Martin, President, Bayley, Martin 
& Fay, Inc., Insurance Counsellors, 
Los Angeles. 

A CUSTOMER CONFERENCE IN 1935 
CONCERNING A LIVING TRUST: 
A Demonstration—Conducted by E. 
T. Starbuck, Manager, Trust De- 
velopment Division of Wells Fargo 
Bank & Union Trust Company, San 
Francisco. 

MANAGEMENT PROBLEMS CON- 
NECTED WITH REAL ESTATE 
IN TRUST ACCOUNTS: Open 
Forum Discussion—Led by B. W. 
Utter, Vice-President and Trust 
Officer, Title Guarantee & Trust 
Company, Los Angeles, California. 














Associated Trust Companies of 
Central California Pioneer in 
Group Publicity 


The following resume of the activities 
of the Associated Trust Companies of 
Central California has been made by 
Mr. P. M. Harwood: 

During the past year the association 
rather pioneered in group publicity, re- 
taining a paid publicist who has been 
responsible for news articles, weekly 
items in the newspapers, and personal 
items in trade publications. Two meet- 
ings of the membership were held dur- 
ing the year which were widely attended, 
the meeting of May 16, 1935, having in 
excess of 300 persons in attendance. 

Since June, 1935, the association has 
been active in cooperation with the San 
Francisco Chapter of the American In- 
stitute of Banking, with particular ref- 
erence to a series of trust courses to be 
given by the San Francisco Chapter, 
commencing in September of this year. 
In June a Committee on Cooperation 
with the American Institute of Banking 
was appointed by the President, and this 
committee, under the able leadership of 
Mr. George Byrne, assistant trust officer, 
Pacific National Bank, have been foster- 
ing the establishment of seminar groups 
of the local trust men in cooperation 
with the American Institute of Banking. 
The groups so far designated cover the 
following activities: Private Trusts, 
Court Trusts and Guardianships, Corpo- 
rate Trusts, Taxes, Investments and 
Trust Accounting. For each of these 
various groups, chairmen are being se- 
lected. The groups will meet monthly at 
appropriate times and all employees of 
the various associated members will be 
eligible to attendance. It is hoped that 
these groups will meet in the early part 
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of September and so far the response 
has been very gratifying. Already there 
has been one group, that of trust ac- 
counting, who have been appointed for a 
specific purpose, namely; the considera- 
tion of a uniform method of valuing 
securities. 

It might be wise to give a word con- 
cerning the activities of this latter 
group, which was in fact a committee of 
the Associated Trust Companies under 
the chairmanship of A. J. Unsworth, as- 
sistant vice-president of the American 
Trust Company, San Francisco. This 
committee, after very careful considera- 
tion of reports received from all of the 
member institutions, rendered a report 
of their findings which was made avail- 
able to the membership indicating an 
approved method for a uniform practice 
of valuing trust assets. 

The association contemplates holding 
a meeting of the members during Octo- 
ber and it is expected there will be as 
large a gathering as at our last meeting 
in May. Commencing with an initial 
meeting on September 5th, the associa- 
tion will have regular bi-monthly lunch- 
eon meetings of the senior officers of the 
various affiliated companies. These will 
be informal and will be for the purpose 
of discussing the current problems of 
the day. 

This in brief gives a bird’s-eye view 
of the recent activities of the associa- 
tion. Through the year we have, of 
course, been active in many other mat- 
ters such as review of legislative mat- 
ters, treaty with the Bar Association 
and such other things as have originated 
under the jurisdiction of the trust sec- 
tion of the California Bankers’ Associa- 
tion. 


The membership is comprised of 
twelve companies operating in Northern 
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California. The officers of the association 
for the current year are: 

President—W. D. Lux, vice-president, 
Crocker First National Bank, San Fran- 
cisco. 

Vice-President—N. D. Platt, assistant 
trust officer, Bank of California, N. A., 
San Francisco. 

Secretary—P. M. Harwood, trust of- 
ficer, Bank of America National Trust 
and Savings Association, San Francisco. 


Trust Section Delaware Bankers 
Association 


Information regarding the work of 
the Trust Section of the Delaware Bank- 
ers Association has been reported by 
Mr. Rodman Ward as follows: 

The Trust Section of the Delaware 
Bankers Association was established by 
an amendment to its constitution ap- 
proved in September, 1934. The Trust 
Section during the past year held one 
meeting in Dover at which there were 
more than fifty present including the 
State Bank Examiner, Mr. Harold A. 
Horsey, and his staff. An address was 
made by James H. Hughes, Jr., Esq., 
member of the Delaware Bar and of the 
Delaware Fiduciary Commission on 
“Trust Investments Under the New 
Statute” and by Robert A. Wilson, Trust 
Examiner, Federal Reserve Bank, Phila- 
delphia, on “Uniform Trust Examina- 
tions.” 

Later at the suggestion of Mr. Hor- 
sey and through the courtesy of the 
Philadelphia Federal Reserve Bank 
copies of Mr. Wilson’s address were sent 
the trust companies and banks with trust 
departments in Delaware. 

The officers of the Trust Section dur- 
ing the past year were: 

Chairman—Rodman Ward, assistant 
trust officer, Equitable Trust Company, 
Wilmington. 

Vice-Chairman — Harvey C. Jones, 
vice-president and trust officer, National 
Bank of Smyrna. 

Treasurer—Paul D. Lovett, assistant 
trust officer, Delaware Trust Company, 
Wilmington. 
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Secretary—Samuel H. Carothers, as-° 
sistant trust officer, Security Trust Com- 
pany, Wilmington. 

The members of the committee were 
the officers and Joseph L. Marshall of the 
Lewes Trust Company, Lewes. 

At a meeting of the Delaware Bank- 
ers Association held September 5, the 
new officers elected to serve during the 
coming year were: 

Chairman—Walter J. Laird, vice- 
president and trust officer, Wilmington 
Trust Company, Wilmington. 

Vice-Chairman—John K. Garrigues, 
vice-president and trust officer, Delaware 
Trust Co., Wilmington. 

Treasurer—Russell H. Morris, trust 
officer, Newark Trust Co., Newark. 

Secretary—A. G. Jackson, cashier, 
Baltimore Trust Co., Camden. 

The members of the committee are the 
above officers and Harvey D. Williams, 
cashier, Sussex Trust Company, Laurel. 


Corporate Fiduciaries Associa- 
tion of New Haven 


List of officers of the Corporate Fidu- 
ciaries Association of New Haven, 
Conn. : 

President—William G. Cleaver, trust 
officer, The First National Bank & Trust 
Company of New Haven. 

Secretary—John R. Daniell, secretary, 
The Union & New Haven Trust Com- 
pany, New Haven. 

Treasurer—Charles E, Cornwall, vice- 
president and trust officer, The New 
Haven Bank, N. B. A., New Haven. 

Executive Committee— 

Louis L. Hemingway, chairman of the 
board and trust officer, Second National 
Bank, New Haven. 

H. L. Morehouse, vice-president and 
trust officer, The Bridgeport City Trust 
Company, Bridgeport. 

William B. Church, president, Meriden 
Trust & Safe Deposit Company, Meri- 
den. 

It is planned to have the first meeting 
of the fall during the month of October. 
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Report of Activities Corporate 
Fiduciaries Association of 
Minnesota 

Present officers of the Corporate Fi- 
duciaries Association of Minnesota to- 
gether with the personnel of their 
various committees, and resume of the 
past year’s meetings, are as follows: 

President — A. W. L. Wallgren, as- 
sistant secretary, First National Bank 
& Trust Company, Minneapolis. 

Vice-President—R. N. Gesme, assis- 
tant trust officer, Northwestern National 
Bank & Trust Company, Minneapolis. 

Vice-President—H. S. Peyton, assis- 
tant trust officer, Minnesota National 
Bank, Duluth. 

Secretary and Treasurer—Russell M. 
Collins, investment officer, First Trust 
Company, St. Paul. 

Executive Committee: 

Chairman—H. Wm. Blake, vice-presi- 
dent and trust officer, Empire National 
Bank & Trust Company, St. Paul. 

Paul Reyerson, assistant secretary, 
First National Bank & Trust Company, 
Minneapolis. 


L. S. Headley, vice-president, First 
Trust Company, St. Paul. 

C. E. Drake, vice-president, North- 
western National Bank & Trust Com- 
pany, Minneapolis. 

Legislative Committee—C. V. Smith, 


vice-president, Northwestern National 
Bank & Trust Company, Minneapolis. 
William J. Stevenson, vice-president, 
First National Bank & Trust Company, 
Minneapolis. 
Louis S. Headley, vice-president, First 
Trust Company, St. Paul. 


Committee on Authorized Securities— , 


J. Burns Allen, assistant secretary, 
Northwestern National Bank & Trust 
Company, Minneapolis. 

Arthur C. Regan, assistant secretary, 
First National Bank & Trust Company, 
Minneapolis. 

George M. Brack, secretary, 
Trust Company, St. Paul. 

Fee Committee — Charles R. Miller, 
assistant secretary, First National Bank 
& Trust Company, Minneapolis. 

Lewis E. Dunn, assistant secretary, 
First Trust Company, St. Paul. 


First 
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C. A. Maley, assistant trust officer, 
American National Bank, St. Paul. 

W. F. Queisser, Winona National 
Bank, Winona. 

W. W. Holmes, Northwestern Na- 
tional Bank & Trust Company, Minne- 
apolis. 

A. B. Miller, secretary, Northern Na- 
tional Bank, Duluth. 

A resume of the activities of the 
association during the past year, re- 
ported by Mr. A. W. L. Wallgren, is 
presented herewith: 

October 15, 19834— At this meeting 
William J. Stevenson, vice-president, 
First National Bank and Trust Com- 
pany of Minneapolis, spoke following the 
election on “The Handling of Real Es- 
tate in Fiduciary Accounts.” 

December 6, 1934—Samuel C. Waugh, 
vice-president and trust officer, First 
Trust Company of Lincoln, Nebraska, 
and also a member of the Executive 
Committee of the Trust Division of the 
A. B. A., spoke on informing the public 
of the importance of Trust functions 
under the title, “Avenues of Amity.” 
This meeting was held in St. Paul. 

January 24, 1935—Meeting held in 
Minneapolis, at which Professor Ralph 
H. Dwan, of the Law College at the Uni- 
versity of Minnesota, addressed the As- 
sociation on the subject of “The Re- 
statement of the Law of Trusts,” which 
is being prepared by the American Law 
Institute. Mr. Dwan was particularly 
qualified to handle this topic for the rea- 
son that he has been assisting in the 
preparation of the volumes that have so 
far been issued. 

March 14, 1935—Meeting held in St. 
Paul, at which Philip L. Ray, president, 
First Trust Company of St. Paul, made 
a report of information and impressions 
received at the Mid-winter Trust Con- 
ference held in New York, and then a 
round-table discussion was held on the 
following subjects: 

Arthur B. Miller, secretary and assis- 
tant trust officer, Northern National 
Bank of Duluth, led the discussion on 
the question, “Is it legal or proper to 
sell assets of an estate during probate 
which are not legal or suitable for a 
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trust fund, for the purpose of reinvest- 
ing in some suitable securities?” 

H. V. Bruchholz, secretary, First Na- 
tional Bank & Trust Company of Minne- 
apolis, led the discussion on “The con- 
struction of provisions in _ trust 
instruments governing investment of 
trust funds relating particularly to the 
trustee’s authority to purchase common 
stock.” 

Charles J. Curley, assistant trust of- 
ficer, First Trust Company, St. Paul, 
led the discussion on “Experiences of 
the First Trust Company of St. Paul 
with the operation of its composite trust 
funds.” 

April 11, 1935— Meeting held in 
Minneapolis, at which Stanley B. Houck 
of Minneapolis, Chairman of the Com- 
mittee on Unauthorized Practice of the 
Law of the American Bar Association, 
addressed the Association on the subject 
of “Cooperation with the Bar.” 

June 7, 1935—Golf and dinner meet- 
ing at the Somerset Country Club, St. 
Paul. It was purely a social meeting and 
wound up the Association’s activities for 
the season. 


Personnel Committee on Trust 
Matters, New Jersey Bank- 
ers Association 


Chairman—H. Douglas Davis, vice- 
president and trust officer, the Plainfield 
Trust Company, Plainfield. 

Vice Chairman—W. Harry Bloor, vice- 
president and assistant trust officer, 
Trenton Trust Company, Trenton. 

Morris Bernhard, trust officer, Hud- 
son County National Bank, Jersey City. 

John H. B. Coriell, vice-president and 
trust officer, Morristown Trust Company, 
Morristown. 

Howard R. Cruse, vice-president and 
senior trust officer, N. J. Title Guarantee 
& Trust Company, Jersey City. 

Walter H. Gardner, vice-president and 
trust officer, Passaic National Bank & 
Trust Company, Passaic. 

William E. Hocker, vice-president and 
trust officer, National Newark & Essex 
Banking Company, Newark. 
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Harvey S. Hopkins, trust officer, New- 
ton Trust Company, Newton. 

Earl S. Johnson, vice-president and 
trust officer, Savings Investment & Trust 
Company, East Orange. 

Jay Knox, assistant trust officer, First 
Camden National Bank & Trust Com- 
pany, Camden. 

E. D. LaRue, trust officer, Montclair 
Trust Company, Montclair. 

George Letterhouse, trust officer, Com- 
mercial Trust Company of N. J., Jersey 
City. 

Joseph F. Mullin, trust officer, Asbury 
Park National Bank & Trust Company, 
Asbury Park. 

Jonathan W. Powell, vice-president and 
trust officer, Burlington County Trust 
Company, Moorestown. 

Herman M. Sypherd, vice-president, 
Guarantee Trust Company, Atlantic 
City. 

Frank Vreeland, vice-president and 
trust officer, Peoples Trust Company of 
Bergen County, Hackensack. 


Broome County, N. Y., Associa- 
tion Officers 


List of the officers and members of 
the Executive Committee of the Cor- 
porate Fiduciaries Association of 
Broome County, N. Y. 

President—J. A. Rumsey, trust officer, 
First National Bank, Binghamton. 

Secretary-Treasurer — Marcus Win- 
field, treasurer, Workers Trust Com- 
pany, Johnson City. 


Executive Committee 


Fred E. Page, trust officer, Marine 
Midland Trust Co., Binghamton. 

Earl F. Miller, assistant cashier and 
trust officer of Endicott Trust Company, 
Endicott. 

E. B. Guild, president, First National 
Bank, Sidney. 

The association has held no meeting 
since their annual meeting although a 
Fall meeting is in prospect. Local prob- 
lems of the association will be discussed. 
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Jefferson County Texas Trust 
Association 

List of officers of the Jefferson County 
(Texas) Association: 

Chairman—P. P. Butler, vice-presi- 
dent and trust officer, American National 
Bank of Beaumont. 

Vice-Chairman — O. E. Davis, trust 
officer, First National Bank of Beau- 
mont. | 

Secretary—E. P. Tucker, vice-presi- 
dent and trust officer, Merchants Na- 
tional Bank, Port Arthur. 


Seattle Association of Trust Men 


M. W. McCarty, President of the 
Seattle Association of Trust Men, ad- 
vises that the principal objectives of 
their association for the current asso- 
ciation year are: 

1. The study of problems that have 
arisen by reason of the multiplicity of 
laws on taxation. 

2. Consideration and discussion of the 
investment of trust funds. 

3. A revision of the present trust fee 
schedule. 

4. Cooperation with the Corporate 
Fiduciaries Association of Washington 
in, 

(a) A general legislative program; 

(b) Its efforts to promote more 
friendly relations with the Bar. 

Mr. McCarty stated: “The Seattle 
Association of Trust Men has in its 
membership representatives from prac- 
tically all banks and trust companies 
doing business in Western Washington. 
The meetings are held in Seattle at the 
College Club on the second Wednesday 
of each month.” 

The officers of the association are: 

President—M. W. McCarty, The Na- 
tional Bank of Tacoma, Tacoma. 

Vice-President—R. C. Holliday, Pacific 
National Bank, Seattle. 

Secretary-Treasurer—C. H. Olswang, 
The National Bank of Commerce, Seat- 
tle. 

Trustee—R. H. Downing, First Na- 
tional Bank of Seattle, Seattle. 

Trustee—E. I. Wallberg, The Bank of 
California, N. A., Seattle. 


Missouri's 
Largest Fiduciary 


This company engages only 
in the trust business. It does 
no banking business. It ac- 
cepts no deposits. 

It administers more trust 
property than any other Mis- 
souri financial institution. 
Itis the oldest trust com- 
pany in Missouri. 

For ancillary service in 
Missouri or Southwestern 
Illinois consult 


ST. LOUIS UNION 
TRUST COMPAPY 


ST. LOUIS, MISSOURI 


Affiliated with the First National Bank 


California Bank Act Amendments 
Affecting Fiduciaries 


Among the amendments to the Cali- 
fornia Bank Act recently signed by the 
Governor of that state are Sections 51 and 
91 which enlarge the authority of a court 
to cause any executor, et cetera, to de- 
posit money with any trust company by 
adding to the former provision that the 
court “may authorize” the words “or may 
direct,”’ and Section 105 which authorizes 
a trust company to make deposit of funds 
with any state or national bank in which 
such deposit will be fully insured under 
the provisions of any law of the United 
States without the necessity of such bank 
being designated by the Superintendent 
of Banks as a depositary. This section 
provides also that no security shall be 
required for any deposit made by a trust 
company with any other department of 
the same bank or with a bank owning the 
capital stock of the trust company where 
such deposit is insured under any law of 
the United States. 
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FIDELITY~ PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


135 South Broad Street 
325 Chestnut Street 6324 Woodland Avenue 
PHILADELPHIA 





Radio as Advertising Media 
for Trust Companies 


Part 4: Trust Association Programs 


EpitTor’s Note: The following article, describing the radio broadcasts 
sponsored by the Trust Companies Association of Oregon, was prepared 
by D. W. MacKay of Portland, Chairman of the Broadcast Committee 
of the Association. This-cooperative enterprise is of unusual signifi- 
cance as a carefully conceived and pioneer development in the con- 
structive re-building of sound public relations, and marks a new 
departure in trust education and promotion. (Comment on the trust 
program of the Nassau County Bankers Assn. is also included.) 


HEN the executive committee of 

our Association announced its 

decision to sponsor an extensive 
radio program, we opened our eyes in 
astonishment and when this same com- 
mittee appointed the author chairman of 
the broadcasting committee, we closed 
them in despair. The former was inspired 
by the notion that most trust officials 
were stone-cold on the idea of using the 
radio as a medium of promoting trust 
service, while the latter is explained by 
the formidable amount of work, effort and 
energy that would be involved in the prep- 
aration of our own scripts, broadcasting 
arrangements, and other details too nu- 
merous to mention. Without further en- 
larging on our misgivings and apparent 
burdens, it is sufficient to say that when 
the enterprise was completed: we had 
given thirty-three different broadcasts, 
extending over a period of seven months. 


Many weeks and even months were 
destined to elapse before we became in- 
clined to withdraw from our original 
ideas on the subject. In the meantime our 
activities began to attract attention from 
outside interests. Various inquiries were 
received, and are still being received, 
from neighboring states and elsewhere. 
One national advertising house solicited 
the preparation of our scripts, and we 
were not without certain requests for 
copies. By the mere lapse of time it be- 
came increasingly apparent that instead 
of being stone-cold, interest in the use 
of the radio in the trust field was steadily 
rising. We are now invited by the editor 
of this magazine to write the story of our 
adventure. 
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Objectives of Campaign 


It would probably be convenient to first 
indicate in a general way what we hoped 
to accomplish. Our friends will readily 
agree that during the preceding four 
years financial institutions in general, 
and trust companies in particular, had 
been visited with adverse criticism of 
every shape and shade. Our radio pro- 
grams afforded us what appeared to be 
an excellent opportunity to answer these 
attacks, and to explode many of the myths 
that had been circulated about us. Our 
primary objective, however, was educa- 
tional and designed to advance the pres- 
tige of the trust company to the position 
to which we believe it rightfully belonged. 
Thus, while we covered substantially all 
phases of trust company activities, a cross 
section of our thirty-three scripts would 
disclose that we had much to say, in one 
form or another, about the efficiency, the 
stability and the economy of making use 
of the services now offered by a modern 
trust company. Moreover, we frequently 
took occasion to correct certain of the 
mistaken notions commonly entertained 
about a trust institution. One, in particu- 
lar, was the misconeeption that a trust 
company was a mysterious place, whose 
activities were confined to the handling 
of the property and affairs of deceased 
persons, spendthrifts, incompetents, and 
other misfits; and another was that the 
modern trust company was interested 
only in managing the property and affairs 
of wealthy people, and therefore had 
nothing to offer the ordinary person. 

In the preparation of these scripts 
there was indeed no small amount of repe- 
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tition, but in Morley’s “Life of Cobden” 

we read: 
“A political or religious agitator must 
not be afraid of incessant repetition. 
Repetition is his most effective instru- 
ment. The fastidiousness which is proper 
to literature and which makes a man 
dread to say the same thing twice, is, in 
the field of propagandists, mere impo- 
tency. This is one reason why the great- 
est agitators in causes which have shak- 
en the world are often among the least 
interesting men in history.” 


No Place for Misplaced Modesty 

No one has ever accused a trust officer 
of being an interesting person, and if 
repetition is one of the attributes of an 
agitator, then we qualified as agitators. 
The “bee in our bonnet” was our long 
experience, resulting efficiency, and ulti- 
mate economy, and we had no hesitation 
in talking about it. In the earlier broad- 
casts these factors were probably intro- 
duced in a somewhat guarded fashion, but 
the increasing evidence of interest in our 
varied discourses soon encouraged us, as 
time went on, to assert our position with 
greater assurance. This was a feature of 
our concluding manuscript, a copy of 
which is published at the end of this 
article. 

No attempt was made to dramatize the 
subject matter of our discussions, nor was 
there any entertainment. Nevertheless, 
the element of showmanship was not en- 
tirely lacking. Thus, in one of the earlier 
broadcasts extensive use was made of the 
material that appeared in Bulletin TRC 
485, published by the Trust Division of 
the American Bankers’ Association, and 
entitled “Interesting Ways to Leave 
Money.” Sprinkled throughout are to be 
found various human interest stories, 
items about odd and interesting wills, and 
other material along the lighter vein. 
These items were culled from various late 
editions of the trust bulletin, and among 
other things, included news items entitled 
“7-Foot Ladder Filed ;for Probate as 
Will,” “Leaves Money to Buy Fire En- 
gine,” and “Cupid’s Help Needed.” Stories 
about the wills of nationally known 
figures, such as James Oliver Curwood, 
Percy A. Rockefeller, Edward West 
Browning, and others, were offered from 
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time to time. Mention of these matters 
sufficiently illustrates the extent to which 
resort was had to showmanship. 


Choice of Facilities and Coverage 


In a general way our proposed dis- 
courses were divided into five different 
groups—one group for each of the five 
institutions whose trust officers and their 
associates joined in the adventure and 
undertook to produce six scripts each. 

The station used for the occasion was 
located in Corvallis, about eighty miles 
out of Portland. This station is owned and 
operated by the Oregon State Agricul- 
tural College. It is one of the few remain- 
ing publicly owned stations in the country. 
The station manager is the son of a trust 
officer, an incident which probably had 
something to do with his enthusiasm, and 
much to do with encouraging us to pro- 
ceed with the undertaking. The selection 
of our spokesman was left to him. In 
searching for such a person he solicited 
the aid of the Speech Department at the 
college, and in making a choice he indi- 
cated to the college authorities that he 
would give preference to one of the 
students who (and we quote from his let- 
ter) “spoke rather slowly and with a deep, 
reassuring voice that radiated kindness, 
tolerance, sympathy, and mature experi- 
ence, such as comes with years.” The 
student finally selected may or may not 
have possessed these somewhat formi- 
dable qualifications, but he proved quite 
satisfactory, and was no doubt very glad 
to take advantage of the experience. No- 
body has so told us, but it can be assumed 
that the student body soon became aware 
of the trust company programs. 

It so happens that this station is located 
in relatively close proximity to other col- 
leges and schools of higher learning, in- 
cluding the University of Oregon. The 
result was that our programs gradually 
began to attract the attention of a wide 
range of influential, if not affluent, peo- 
ple, who came from different parts of the 
state. 

Program Details 

The remainder of our story consists of 
certain miscellaneous mechanical details, 
which may be of interest. The broadcasts 
commenced on Friday evening, October 
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19, 1934, at 8:45 P. M., and continued 
each week at the same hour, until May 
31, 1935. 

The scripts, as we have already indi- 
cated, were all prepared by the different 
trust officers, and their associates, two or 
three weeks in advance. They were then 
delivered to the chairman, who in turn 
reviewed them and forwarded them to the 
station manager. When the first group of 
six was completed copies were passed on 
to the next institution to be used as a 
guide. No restriction was placed on a 
reasonable amount of repetition, but it 
was felt that the same general style 
should be maintained throughout the 
series. This procedure was followed each 
time we changed from one institution to 
the other, and for the same purpose. It 
was anticipated that in making these 
changes it might easily happen that no 
script would be available in time for the 
next broadcast. To meet such an emer- 
gency, two or more appropriate scripts, 
for which the chairman was responsible, 
were always kept in reserve. In the end 
they were all used. Each broadcast was 
designed to take eight minutes of reading, 
with a cadence somewhat slower than that 
usually heard over the radio. Our experi- 
ence proved that for this purpose four 
pages of legal size, double spaced, and 
each containing about 370 words, was 
about the correct length. The time allotted 
for the reading of each page was approx- 
imately two minutes and fifteen seconds. 

I have stated on a previous occasion 
that the results obtained are probably 
somewhat uncertain. If this article now 
reflects a more optimistic view, it is in- 
spired by the extensive favorable com- 
ments that have since come to our atten- 
tion. The station manager maintains that 
we had a regular audience, of much wider 
proportions than was ever anticipated. 
While no attempt was made to tie in any 
individual trust company in the publicity, 
our members are well satisfied with the 
apparent beneficial results, and feel 
assured that substantial progress was 
made in re-establishing and advancing 
the prestige of the trust company. More- 
over, the widespread interest in our ex- 
periment convinces us of the increasing 
popularity of the radio in the trust field. 
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ECURITY - FIRST 
NATIONAL BANK 
OF LOS ANGELES 


Resources over $500,000,000 


The Largest Bank, the 

wane Leading Trust Institution 
operating in Southern 
California. 


Well Equipped Branches in Princi- 
pal Cities from Fresno South to 
Imperial Valley, provide widespread 
Facilities for Trust Service. 


In the last analysis, a broadcast of this 
nature is probably a matter which a list- 
ener is more likely to think about than to 
talk about. 


Script of Final Broadcast 


FRIENDS OF OUR RADIO AUDIENCE: 
This evening the Trust Companies’ Asso- 
ciation of Oregon presents the last of a series 
of weekly broadcasts, the first of which was 
given on October 19, 1934. During this time 
you have heard thirty-three different discus- 
sions of the various activities of trust com- 
pany administration. The constantly increas- 
ing number of clients who are turning to the 
trust company and making use of one or 
more of its various services proves its use- 
fulness, and intrenches its position as a sym- 
bol of stability, integrity and efficiency. 
The members of this association fully ap- 
preciate their responsibilities and are re- 
solved to maintain the high standards of 
trust service which have placed the modern 
trust company where it is today. In addition 
to the regulations required by law, they have 
adopted a code of ethics for the conduct of 
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trust company operations, which stands as a 
guarantee of honorable and straightforward 
dealing with the public. They have estab- 
lished and published a standard schedule of 
fees, and invite you to send for a copy. You 
will be surprised that our charges are so 
moderate. 


When the lawyer draws up your will, you 
do every member of your family a good turn 
by naming a trust company to serve as your 
executor and trustee. It is a highly special- 
ized work that the modern trust company is 
organized and equipped to do. To appoint 
friends as executors of your estate may prove 


an injustice to them as well as to your heirs. . 


Such friends are liable to acquire their first 
experience with your estate . . . and first ex- 
periences are often costly. Errors in judg- 
ment, delays and losses are all eliminated by 
the appointment of an experienced executor 
such as the modern trust company. Acting 
as your executor or trustee the trust com- 
pany will bring to your estate the knowledge, 
experience and facilities necessary for the 
efficient conduct of your business without the 
danger of interruption by death or otherwise. 

“Something for nothing,” runs an old say- 
ing, “is worth all it costs.” And this, we are 
afraid, is what usually happens when some 
friend or member of the family is made ad- 
ministrator of the estate with the idea that 
the administrator will serve for nothing. The 
record of disaster that has followed such 
proceedings would fill a large book. One of 
the most valuable lessons learned from the 
period of re-adjustment through which we 
are passing is that the management of 
financial affairs requires experience and skill 
beyond the scope of most individuals. Re- 
sults have proved—especially during recent 
years—that estates handled by a trust com- 
pany have fared considerably better than 
those handled by individuals. This is not 
strange, as it is obvious that management 
by an overburdened individual would be less 
effective than that of a body of men whose 
sole business is the care and management 
of funds and property. 


Do not put off appointing a trust company 
your executor on the grounds of expense. 
Inquiry will satisfy you that trust company 
fees are no greater than those allowed by 
the court to an individual executor and that 
the services provided in the administration 
of assets are well worth their cost. In fact, 
an experienced trust company may save your 
estate many times the actual fee charged. 

Moreover, the nomination of a strong, well 
equipped trust company as executor or ad- 
ministrator affords the greatest possible se- 
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curity to testators. Some of the advantages, 
of appointing a trust company as executor 
or administrator are as follows: 

Its perpetuity—It does not die or become 
ill. 

Its stability—It has ample capital re- 
sources and is required by Law to main- 
tain with the State Treasurer a substan- 
tial deposit of government and other 
bonds of the highest grade, as a guar- 
antee for the faithful performance of its 
trusts. 

Its long and varied experience—Through- 
out the many years that it has carried 
on business it has managed the affairs 
of estates that consisted of all forms of 
property, both real and personal. 

Its availability—It is open every business 
day, and does not go on a vacation. 

Its wide sources of information—In addi- 
tion to a library which contains all the 
latest tax rules and regulations, and 
other manuals on real estate and finance, 
it has at its command the assistance of 
experts on tax problems, real estate 
management, investment analyses and 
reviews. 

Its systematic bookkeeping—It maintains 
a staff of competent bookkeepers and ac- 
countants whose records are audited and 
examined by both federal and state bank 
examiners. 

Many people are under the impression that 

a trust company is interested only in man- 
aging the property and affairs of wealthy 
people, and therefore has nothing to offer the 
ordinary person. This is a mistaken notion. 
No estate is too small to benefit by its ad- 
ministration. Another common but equally 
mistaken notion has unfortunately obtained 
that a trust company is a mysterious place 
whose activities are confined to the handling 
of the properties and affairs of deceased per- 
sons, old men in dotage, young men in non- 
age, spendthrifts, incompetents, and other 
misfits. 


The fact is that while executorship is and 
probably will continue to be one of its chief 
functions, a trust company can do and does 
many helpful things for the ordinary person 
during his lifetime. Thus, there are many 
men and women who have been appointed 
executors of estates and who on account of 
personal affairs are unable to give such es- 
tates the time and attention which their 
proper management requires, with the result 
that the affairs of the estate suffer. Those so 
situated will find it advantageous to arrange 
with a trust company to manage the affairs 
of the estate for them as their agent. They 
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will find the company most careful in carry- 
ing out the duties entrusted to it and in 
supplying clear and comprehensive state- 
ments to the persons entitled to accountings. 
The charges are reasonable. 

During recent years there has been a con- 
stant increase in the demand for the man- 
agement service now offered by trust com- 
panies. Persons who avail themselves of this 
service secure at a moderate fee the services 
of an impartial financial secretary and ad- 
visor for their personal property, whether it 
be in the form of securities, real estate or 
mortgages. Management may be taken over 
by the company without involving any 
change in policy or loss of control and may 
be discontinued at the client’s discretion. 
Clients may retain the direction of their 
holdings to the fullest extent, or may depute 
to the trust company as much or as little dis- 
cretionary power as they wish. Thus, one 
client may delegate full discretionary man- 
agement as to his investments and other 
property, while another may wish to have 
some friend or broker determine what shall 
be bought and what shall be sold. Or, he 
may wish to pass on all investments him- 
self. In the latter case he wants— 

1. A reliable custodian of his securities; 

2.The certainty that proper records will 

be kept; 

3. The regular receipt and crediting of in- 

come; 

4. Possibly, the filing of income tax re- 

turns. 

This type of service has been particularly 
attractive to school trustees, the treasurers 
of industrial concerns, religious and chari- 
table organizations, churches, lodges and 
clubs, with surplus funds for investment and 
securities that require supervision and man- 
agement. It is a notorious fact that these 
officials are besieged on every hand and find 
constantly before them a bewildering variety 
of attempts to super-educate them by means 
of high priced economic services, brokers’ 
letters, financial papers, and what not—all 
pointing out conditions under which they 
should buy or sell certain securities. If any 
such official happened to be statistically 
minded he could find plausible reasons for 
believing almost anything. 


A trust company does not have securities 
for sale. Whenever it is called upon to invest 
money for its clients it is free to choose se- 
curities from the whole investment field. 
Only with this freedom, we believe, can it 
choose the securities that best suit the need 
of each individual client. Since trust com- 
panies have no securities for sale, custom- 
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ers are not importuned to buy securities of 
any kind. Impartial and experienced invest- 
ment advice, however, is available when de- 
sired. 

This management service is likewise at- 

tractive and widely used by— 

1. Professional men and women who are 
engaged in the practice of a profession 
and lack the necessary time and experi- 
ence to attend to their investments; 

. Business men whose time is so fully 
taken up with executive duties that they 
can not give proper attention to their 
private investments; 

. Women of means, who prefer to devote 
their energy and time to more inviting 
things than the routine and care of 
financial affairs; and 

. Retired men, who have reached the 
time in life when they wish freedom 
from business worries. 


These people in increasing numbers are 
turning to the trust company, not expecting 
to find super-men, capable of performing in- 
vestment miracles, but convinced that the 
composite judgment of a group of average 
men trained and experienced in investment 
management is apt to be sounder than that 
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of individual men. 

Any trust official will be pleased to talk 
with you about your problems in confidence 
and without obligation, discussing the mat- 
ters of investments, the trust company’s 
supervision of trust funds, and in general, the 
services it can render. You can, if you de- 
sire, bring its officers in touch with the mem- 
bers of your family or other persons so 
that your beneficiaries may not experience 
the difficulties of establishing connections 
with unknown agents. You are invited to 
confer with any trust official at your con- 
venience. 

Our association now takes this occasion 
to express its sincere appreciation of the 
widespread interest that has been shown in 
our programs; to declare its gratitude to the 
Oregon State Agricultural College, who so 
kindly extended to us the facilities of its 
radio station, KOAC; and lastly, we are not 
unmindful of the valuable assistance and co- 
operation which we have received from its 
genial director of farm programs, Mr. C. R. 
Briggs. 

We shall be on the air again next fall. 
Watch for the announcement. 

The Trust Companies’ Association of Ore- 
gon bids you good evening. 


Trust Program Sponsored by 
Nassau County Bankers 


In addition to the monthly sketches or 
talks on general banking subjects, the 
Nassau County Bankers Association also 
presented a series of weekly talks on 
wills or trusts from Jan. 14, 1931, to 
July 20, 1932.. These were prepared by 
the American Bankers Association and 
presented, one evening a week, by officers 
of the participating member banks. 
These broadcasts, supplemented by mu- 
sical entertainment, were devoted both 
to building good-will toward trust insti- 
tutions and toward promoting special 
services by illustration and informative 
comment. Following is copy of one of the 
trust talks as reprinted in the local news- 
paper: 

Heming Lists Advantages of Trust Firm to 
Estate 


Banker Shows How Corporate Executors Have Most 
Favorable Record 

Urging his listeners not to overlook a salient point 

in the building of an estate—its conservation after 

the death of the builder—G. Edwin Heming, assistant 

cashier of the First National Bank of Freeport, broad- 
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cast an address over Station WGBB, Freeport, during 
the Nassau County Bankers Association’s quarter- 
hour last Wednesday night on the functions of a 
trust company. 

“Everything we do is a means to an end,” declared 
Mr. Heming. “We work to earn money for our 
immediate needs; we save to provide for future needs 
and future opportunities; we insure our lives to 
provide for our family after we are gone. But too 
often we stop here as if everything had been done 
necessary to provide for our family’s future. We spend 
40 years accumulating an estate but won’t take 40 
minutes to arrange for its conservation. 

“By making a will and naming a competent execu- 
tor we provide for the proper distribution of our 
estate. By creating trusts we provide for the proper 
conservation of our estates. 

“You can appoint in your will either an individual 
executor or a corporate executor and trustee, that is, 
a bank or trust company. In naming an individual 
you subject your estate and family to all the vicissi- 
tudes of personal administration. By appointing a 
bank or trust company you assure efficient care by 
a corporation which never dies, and which will look 
after your affairs as vigilantly as you would yourself. 

“Consider some actual cases that are on record. 
One man appointed his close friend, in whom he had 
every confidence, as executor. He administered well 
for a time, but suddenly was thrown into confusion. 
Payments to beneficiaries, upon which they were de- 
pendent for a living, stopped. After six months the 
executor died. This caused further delay. The court 
had to appoint a substitute trustee. So the entire 
estate was tied up for the better part of a year. 

“Now let us consider the second type of investor or 
trustee—the bank or trust company. Its life is, with 
few exceptions, perpetual, and its service continuous. 

“In appointing a bank or trust company as execu- 
tor or trustee, you gain the advantage of federal and 
state supervision, of years of accumulated knowledge 
in investments and management. You have a staff 
ready to handle any matter immediately. You have 
an agency, impartial in its dealings, which maintains 
strict confidence regarding matters of a personal na- 
ture and safeguards the assets of the estate from 
fire, theft, or losses from unwise investments. 

“A survey shows that the nation-wide average 
return to beneficiaries under wills on investments 
made by corporate trustees is 5.42 per cent.—a very 
fair return on conservative investments. Corporate 
trustees as a rule invest in bonds only, not stocks, 
and in the high grade of bonds which are specified 
by state laws as legal investments for trustee funds. 

“The cost of individual executors is 4.1 per cent. 
of the gross value of the average estate, court records 
show, whereas the cost of corporate executors is only 
3.65 per cent. Thus the bank or trust company has 
the three prime requisites for an executor or trustee: 

“First, safety of principal. 

“Second, assurance of a reasonable income. 

“Third, economy in the cost of administration. 

“Now let me touch upon another phase of trust 
department activities. 

“A large portion of many estates is in the form 
of life insurance. But a man often makes the mistake 
of having the proceeds of his policies paid to his wife 
or other beneficiary in a lump sum. In small amounts 
—one to two thousand dollars—or less—this plan is 
satisfactory, but for larger amounts there is a better 
method. 

“Statistics show that widows are the prey of every 
investment shark and charlatan. These individuals 
promise big returns and succeed in persuading the 
widow to exchange her life insurance proceeds for a 
certificate that often is worthless. 

“To the ladies of the audience I would like to ask, 
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would you like to have the responsibility of investing 
a large sum of money when you realize the hazards 
of choosing the wheat from the chaff among the vari- 
ous propositions that would be offered to you? I 
believe you would hesitate to accept so great a re- 
sponsibility, especially if there are children in the 
family whose future depends upon the proper use of 
that sum of money. 

“He can avoid this by making his insurance payable 
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to a trust company or a bank with trust powers, as 
trustee for his wife. Under such an agreement the 
bank invests the funds in sound securities and pays 
the income to the widow as long as she lives. A pro- 
vision to use part of the principal sum for illness, 
or unusual circumstances can be arranged, placing 
the discretionary powers in the hands of the trustee. 
The privilege of disposing of the remainder of the 
principal by will, may also be given the widow.” 


Personnel Changes in Trust Institutions 


CALIFORNIA 

Los Angeles—George W. Walker was 
elected chairman of the board of the Citi- 
zens National Trust and Savings Bank at 
a recent meeting of the board of directors. 
He succeeds the late M. J. Connell. Mr. 
Walker has been a director and member of 
the executive committeesince1911. Formany 
years he was a vice-president of the Citi- 
zens Trust and Savings Bank, an affiliate 
of the Citizens National Trust and Savings 
Bank, and following the death of A. J. 
Walters in 1923, served as the state bank’s 
president for about a year and was chair- 
man of the board at the time of the con- 
solidation of the two institutions in 1928. 


DISTRICT OF COLUMBIA 


Washington 
—Mr. Rudolph 
H. Yeatman, 
prominent at- 
torney, has 
been appointed 
as general 
counsel and 
trust officer of 
the Munsey 
Trust Com- 
pany. He has 
been connected 
with the com- 
pany as a di- 
rector for 
some time. 


RUDOLPH H. YEATMAN 


GEORGIA 
Augusta—Elbert P. Peabody, formerly 
cashier of the First National Bank & Trust 
Company, Macon, has been elected vice- 
president of the National Exchange Bank 
of Augusta. He succeeds Mr. E. A. Stubbs 
who has resigned to accept a position with 
the Federal Land Bank at Columbia, South 
Carolina. 
ILLINOIS 
Chicago—The Metropolitan Trust Com- 
pany has appointed James F. Buys an 


assistant vice-president. Mr. Buys was 
formerly a department head in the trust 
division of the City National Bank and 
Trust Company of Chicago. 


INDIANA 

Elkhart—Harold E. Laufer, who recently 
served as a bank examiner of the Federal 
Deposit Insurance Corporation, has been 
elected president of the St. Joseph Valley 
Bank. He has had wide banking experience, 
starting as bookkeeper and advancing 
through executive positions. 

Shelbyville—Charles Sullivan has been 
elected president of the Farmers National 
Bank. He was formerly vice-president of 
the institution and succeeds the late A. J. 
Thurston. Herbert C. Jones has been elected 
vice-president. 

MARYLAND 

Baltimore — George C. Cutler, formerly 
vice-president of the Guaranty Trust Com- 
pany of New York, has been elected presi- 
dent of the Baltimore Safe Deposit & Trust 
Company. He assumed his new duties on 
September 4th. Mr. Cutler was president 
of the Trust Companies Association of the 
State of New York at the time of his elec- 
tion and was active in the affairs of the 
New York State Bankers Association, of 
which he was chairman of the Legislative 
Committee. He had been connected with the 
Guaranty Trust Company as vice-president 
since 1930, serving successively in the trust 
department and the general banking de- 
partment. Mr. Cutler succeeds the late 
Joseph B. Kirby. Thomas B. Butler was 
also elected as vice-president and secre- 
tary, having formerly been secretary of the 
company. John J. Nelligan will remain as 
chairman of the board and executive head 
of the company. 

Baltimore—The board of directors of the 
Colonial Trust Company at their regular 
meeting on September 9th, accepted the 
resignation of Irving Adams as president 
of that institution, they did not appoint a 
successor. Loring A. Cover, a director, was 
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appointed chairman of the board to fill a 
vacancy left by the retirement of W. C. 
Bowdoin several months ago. Lewis R. 
Lemke was elected vice-president. Mr. 
Lemke has only been associated with the 
trust company for a few months, but has 
had many years experience in the invest- 
ment banking business in Baltimore. 


MASSACHUSETTS 
Boston—-Daniel Gould Wing resigned as 
board = chair- 
man of the 
First National 
Bank of Bos- 
ton, September 
12. Bernard 
W. = Trafford, 
president of 
the bank from 
1926 to 1929, 
and since then 
vice - chair- 
man of the 
board, was 
elected to suc- 
ceed him. Mr. 
Wing’s ill 

DANIEL G. WING health was the 
reason for his resignation. Mr. Wing start- 
ed his banking career with the State Na- 
tional Bank of Lincoln, Neb., as messenger, 
in 1885. Advancing there through various 
positions, he became cashier of the Ameri- 
can Exchange 
National Bank 
of Lincoln in 
1890. He was 
a national 
bank examiner 
from 1897 to 
1902, when he 
was elected to 
the presidency 
of the Massa- 
chusetts Na- 
tional Bank of 
Boston. When 








that _institu- 
tion consol- 
idated with 


BERNARD W. TRAFFORD 


the First Na- 
tional of Bos- 
ton he became the president of the reor- 
ganized First National. Mr. Trafford be- 
came vice-president of the First National 
Bank of Boston in 1912, later heading the 
bank as its president, and chairman of the 
board of the First National Old Colony 
Corp. He has been connected with many 
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important civic enterprises and business 
corporations. 

Worcester—J. M. Vedder, Jr., has been 
elected assistant cashier at the Mechanics 
National Bank. Mr. Vedder had, for the 
past five years, been with the First Na- 
tional Bank of Boston. 


NEW JERSEY 


Trenton—B. W. Barnard has been ap- 
pointed trust officer of the First-Mechanics 
National Bank. He was formerly trust 
officer of the Central Bank and Trust Com- 
pany, Asheville, North Carolina, closed in 
1930. Mr. Barnard succeeds Carl K. With- 
ers, who resigned to become State Banking 
and Insurance Commissioner. 


NEW YORK 


New York—wWilliam Reid, vice-president 
of the Guaranty Trust Company, recently 
resigned his position with the bank. Mr. 
Reid has been connected with the Guar- 
anty Trust Company since 1929, prior to 
which time he was associated with the 
National Bank of Commerce in New York 
as vice-president before that institution 
merged with the Guaranty. 

New York—Harvey D. Gibson, president 
of Manufacturers Trust Company, an- 
nounces the following promotions which 
were acted upon by the board of directors 
of the bank at their meeting September 3: 
Andrew L. Gomory, from assistant vice- 
president to vice-president; Francis Crave, 
John J. Hayes, Herman A. Kultzow, Joseph 
T. Reisler and Harold T. Taylor, from as- 
sistant secretaries to assistant vice-presi- 
dents. Edward S. Travers has been elected 
an assistant trust officer, and William 
Vanek, an assistant secretary. 

New York— William J. Lawlor, asso- 
ciated with the Irving Trust Company since 
1932, has accepted a position with Arm- 
strong & Armstrong and will supervise all 
properties owned by financial institutions. 
Mr. Lawlor’s duties with the Irving Trust 
Company were to assist in the development 
of procedures and the training of a com- 
petent real estate staff. He organized and 
supervised the realty analysis research unit 
of the bank. 

New York—The Guaranty Trust Com- 
pany has announced the appointment of 
Ralph A. Stephenson as a vice-president of 
the company. Mr. Stephenson will serve in 
the banking department at the main office, 
where he will be identified with the com- 
pany’s business in the New England dis- 
trict. 
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Hampton Bays, L. I.—Julius Keller has 
been elected president of the Hampton Bays 
National Bank. He succeeds William W. 
Hubbard, who has resigned. Adam Muller 
and T. Irving Havens were elected first 
and second vice-presidents, respectively. 


OREGON 
Portland—Paul S. Dick, president of the 
United States National Bank, announced 
recently the promotions of Frank S&S. 
Megher and A. L. Mills, Jr., from assistant 
vice-presidents to vice-presidents. 


PENNSYLVANIA 


Philadelphia—H. Ennis Jones, formerly 
of the old Franklin Trust Company, has 
joined the staff of Albert M. Greenfield & 
Company, one of the largest real estate 
companies in the country, as assistant to 
the president. 

Pittsburgh—Arthur M. Scully has been 
elected vice-president and trust officer of 
the Union Trust Company. He will assume 
his new duties on October 1. Mr. Scully is 
a prominent member of the Allegheny 
County Bar, having served as president of 
that Association. He has served as chair- 
man of Committee on Judiciary of the 
Pennsylvania State Bar Association, and 
is also a member of the Pennsylvania State 
Board of Law Examiners. Mr. Scully is 
director and trustee of numerous other or- 
ganizations of the state. 

Pittston—The board of directors of the 
Miners Savings Bank announces the elec- 
tion of the following: Leo A. Reap, presi- 
dent; E. B. Gregory, vice-president; Ste- 
phen H. Wilson, treasurer and secretary of 
the board of directors; Bert W. Tennant, 
assistant treasurer, and Donald J. Allen 
was elected to the board of directors. 

Pottsville—W. J. Richards, former presi- 
dent of the Philadelphia & Reading Coal 
& Iron Co., was elected president of the 
Safe Deposit Bank at a meeting of the 
directors on August 28. Mr. Richards suc- 
ceeds the late Edwin C. Luther, who died 
on August 8. T. R. Daddow was named 
first vice-president to succeed the late D. 
W. Kaercher, and W. H. McQuail, Jr., was 
elected second vice-president. 

Pottsville—John G. Callender has been 
appointed assistant trust officer of the 
Miners National Bank. He is a graduate of 
Lafayette College and the University of 
Pennsylvania Law School, class of 1933. 


TENNESSEE 


Franklin—Judge Douglas Wikle, retired 
attorney and former circuit judge, has been 
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elected president Williamson County Bank- 
ing and Trust Company. B. B. Roberts was 
elected chairman of the board. 

VIRGINIA 

Richmond—The Bank of Commerce and 
Trusts has elected as its new president 
Wilfred A. Roper, formerly vice-president, 
to fill the vacancy left by the death of John 
T. Wilson. W. B. Street was appointed 
vice-president. He will continue to serve 
also as cashier. 

Chase City—Benjamin R. Roberts has 
been elected chairman of the board of the 
Peoples Bank & Trust Company, to suc- 
ceed the late William A. Roberts. 

WEST VIRGINIA 

Bluefield—E. G. Otey, formerly executive 
vice-president of the First National Bank, 
was elected president of that institution at 
a recent meeting of the board of directors. 
Edwin Mann, former president, was ad- 
vanced to chairman of the board. Mr. Otey 
was elected vice-president of the West Vir- 
ginia Bankers Association at the June con- 
vention. Mr. Otey, before coming to Blue- 
field, was executive vice-president of 
McDowell County National Bank of Welch, 
West Virginia. The First National Bank of 
Bluefield has in the past few years become 
the fifth largest bank in the state. The 
trust department shows approximately a 
$2,500,000 gain in the past two years. 


CANADA 


Winnipeg—S. O. P. Gemmill has been 
appointed as estates manager of the To- 
ronto General 
Trusts Corpo- 
ration at its 
Winnipeg 
branch office. 
Mr. Gemmill 
has been en- 
gaged in the 
private prac- 
tice of law and 
has specialized 
in estate and 
inheritance 
law. 

Saskatche- 
wan — The 
Canadian Per- 
manent Trust 
Company announced recently the appoint- 
ment of Lieut.-Col. A. G. Styles as manager 
of the Saskatchewan branch of the com- 
pany. Col. Styles has been estates manager 
of the Regina branch for the past six years. 


S. 0. P. GEMMILL 
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Trust Institution Briefs 


Birmingham, Ala.—The First National 
Bank has announced opening of a branch 
in Tarrant City under the name of The 
Tarrant American Savings Bank at Tar- 
rant City. Since the recently adopted bank- 
ing legislation the First National Bank has 
opened five affiliate banks. 

Hartford, Conn.—A_ stockholders’ meet- 
ing of the Hartford National Bank and 
Trust Company was held August 27 to de- 
termine recommendations of the directors 
to change the bank from a national to a 
state institution. The directors are taking 
action to be prepared to switch from a na- 
tional to a state charter in the event the 
Federal banking legislation makes the pres- 
ent temporary Federal deposit insurance 
permanent. 

Chicago, Ill—President George A. Mal- 
com of Chicago District, Illinois Bankers 
Association, has appointed his 1935-37 com- 
mittees. The chairmen are: John F. Am- 
berg, Pioneer Trust & Savings Bank, trust 
functions; John T. Gallager, Continental- 
Illinois National Bank & Trust Co., bank 
management; Henry Barton, Western 


State, crime prevention and insurance; F. 
U. Carlborg, State Savings Bank and Trust 


Co., education; Frank C. Rathje, Chicago 
City Bank & Trust Co., legislation; J. C. 
Wright, American National & Trust Co., 
membership; and William H. Miller, City 
National Bank & Trust Co., public rela- 
tions. 

Butler, Ind.—The Knisely National Bank 
has been granted limited trust powers. 

Lincoln, Neb.— The National Bank of 
Commerce was recently granted full trust 
powers. 

Troy, N. Y.—The Union National Bank 
has announced plans for the immediate 
erection of a new bank building. The pres- 
ent site of the bank has been purchased 
for the building of a new Troy post office. 

Greenville, N. C.—The Guaranty Bank & 
Trust Company has opened a branch office 
in Elizabeth City. The building formerly 
occupied by the Savings Bank &. Trust 
Company, Elizabeth City, has been pur- 
chased for the new branch. 

Columbus, Ohio—Harold E. Stonier, edu- 
cational director, A. I. B., has appointed 
John L. Barnes, assistant trust officer of 
the Huntington National Bank, as chair- 
man of the National Chapter Administra- 
tion Conference Committee of the A. I. B. 

Portland, Ore.—The First National Bank 
has acquired three more branches: the Wal- 


lowa National Bank, Enterprise, to be 
opened on September 3. The First National 
Bank of Union, and the Commercial Na- 
tional Bank of Lakeview have also been 
recently opened as branches of the Portland 
institution. 

Portland, Ore.—Mark H. Skinner, former 
Northwestern banker, has been appointed 
Superintendent of Banks in Oregon. Mr. 
Skinner has been vice-president of the First 
National Bank of Great Falls, Mont.; 
vice-president of the First National Bank 
of St. Paul, and vice-president of the 
Northwestern National Bank at Portland, 
Ore. 

Philadelphia, Pa.— The Northwestern 
National Bank has been granted full trust 
powers. 

York, Pa.—At a special meeting of the 
stockholders of the York Trust Company, 
held on August 30, it was voted to open a 
branch office in Shrewsbury, following 
amendment to the agreement of merger of 
the York Trust Company and the Citizens 
Savings & Trust Company. 

Sioux Falls, S. D.—Six South Dakota 
banks have consolidated their resources to 
form the largest bank in the state. Effec- 
tive at the close of business on August 31, 
the consolidation operates under the name 
of Northwest Security National Bank of 
Sioux Falls. Headquarters of the new or- 
ganization will be in Sioux Falls, with 
branches in Brooking, Chamberlain, Dell 
Rapids, Huron and Madison. 

Houston, Tex.—M. E. Pitts, assistant 
trust officer of the State National Bank of 
Houston, has been appointed chairman of 
the National Membership Committee of the 
A. I. B. Mr. Pitts is a graduate of the 
Houston Law School. 

Richmond, Va.—James W. Rawles, of the 
securities department of the State-Planters 
Bank and Trust Company, will conduct a 
class in Money and Banking in the evening 
school of business administration of the 
University of Richmond. Mr. Rawles is a 
graduate of the University of Virginia 
and obtained a master’s degree from the 
Harvard School of Business Administra- 
tion. 

Seattle, Wash.—The stockholders of the 
Peoples Bank and Trust Company have 
approved a plan to increase the capital 
stock of the bank from $600,000 to $850,- 
000. 

Yakima, Wash.—Full trust powers have 
been granted to the West Side National 
Bank of Yakima. 
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Treasury Regulation on State 
Inspection of Trusts 


The following copy of letter, written 
by the Comptroller of the Currency on 
September 6 to the Banking Department 
of each state, has been submitted to offi- 
cials of national banks maintaining 
trust departments: 

“In view of the fact that the Banking 
Act of 1935, which became effective on 
August 23, contains an amendment to 
the statute covering trust powers, I wish 
to call your attention to the part affect- 
ing the authority granted to the states 
thereunder. Section 11-k of the Federal 
Reserve Act, as amended September 26, 
1918, contained the following proviso: 

‘National banks exercising any or 
all of the powers enumerated in this 
subsection shall segregate all assets 
held in any fiduciary capacity from the 
general assets of the bank and shall 
keep a separate set of books and rec- 
ords showing in proper detail all 
transactions engaged in under author- 
ity of this subsection. Such books and 
records shall be open to inspection by 
the state authorities to the same ex- 
tent as the books and records of cor- 
porations organized under state law 
which exercise fiduciary powers, but 
nothing in this Act shall be construed 
as authorizing the state authorities to 
examine the books, records, and assets 
of the national bank which are not 
held in trust under authority of this 
subsection.’ 

“The Banking Act of 1935 amends 
this provision insofar as the last sen- 
tence is concerned, which now reads as 
follows: 

‘* * * The state banking authorities 
may have access to reports of exam- 
ination made by the Comptroller of 
the Currency insofar as such reports 
relate to the trust department of such 
bank, but nothing in this Act shall be 
construed as authorizing the state 
banking authorities to examine the 
books, records and assets of such 
bank.’ 


“Copies of reports of examination of 
trust departments will be found on file 
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in the banks having trust departments, 
and an inspection thereof may also be 
had in the office of the Chief National 
Bank Examiner for each Federal Re- 
serve District. 

“The law, of course, does not prohibit 
a bank from permitting an inspection of 
its records by anyone it desires, but does 
prohibit compulsory inspection. 

“All of the above is submitted in a 
spirit of helpfulness for your convenient 
reference.” 


Waiver of Reports on Affiliates 

A ruling was recently issued by the 
Comptroller of the Currency, construing 
conditions under which waiver of re- 
quirement of reports on affiliates of 
member banks can be obtained. The part 
relating to exemption of fiduciary inter- 
ests is as follows: 

“The Comptroller of the Currency also 
waives the requirement for the submis- 
sion and publication of reports of affili- 
ates in any case where the affiliate rela- 
tionship is based solely on ownership or 
control of any voting shares of the affili- 
ate by a national bank as executor, 
administrator, trustee, receiver, agent, 
depositary, or in any other fiduciary 
capacity, except where such shares are 
held for the benefit of all or a majority 
of the stockholders of the bank. 

“The fact that under the foregoing 
regulation the bank is exempted from 
obtaining and publishing the report of a 
particular affiliate does not dispense with 
the obligation of the bank to report such 
affiliates to this office of Schedule ‘O’ as 
in the past.” 
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The Banking Outlook and Gov- 
ernment Control of Credit 


“If President Roosevelt’s recent prom- 
ise of a ‘breathing spell’ really means 
that ‘Old Man Business’ is to be given 
an extended rest without the attendance 
of any more ‘specialists’ or the injection 
of further artificial stimulants, there is 
every reason to look for the patient’s 
early and complete recovery,” R. S. 
Hecht, President of the American Bank- 
ers Association, said in an address be- 
fore the twenty-second annual National 
Business Conference at Babson Park, 
Mass., September 10. 

While Mr. Hecht said he did not agree 
with some persons who expressed con- 
cern in regard to certain features of the 
Banking Act of 1935, he said that he was 
concerned deeply “over the prospect that 
the supposedly temporary activities of 
the Federal Government in practically 
every phase of the banking business 
threaten to become permanent,” stating, 
“There are more than a dozen govern- 
ment lending agencies which have assets 
of about 10 billions of dollars. Many 
were necessary to bring about safe ad- 
justment of the nation’s financial and 
banking structure, shattered by the 
forces of the depression. Still we seri- 
ously question whether it is desirable 
that so large a part of our credit ac- 
tivities should remain permanently un- 
der the control of these government 
agencies instead of being gradually 
taken over by the private instrumentali- 
ties which, under the changed conditions, 
should now be able to carry on their 
proper part in the nation’s economic 
life. 

“When President Roosevelt a year ago 
addressed the convention of the Ameri- 
can Bankers Association in Washington 
he made it quite clear that he favored 
curtailment of activities on the part of 
some of these government financial 
agencies as rapidly as private banking 
would demonstrate its willingness and 
ability to resume its normal functions. 
We believe the President was quite sin- 
cere in this statement but it behooves 
us to bear in mind that there are in the 
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President’s entourage as well as in Con- 
gress many who do no share this point 
of view, and who not only believe that 
the operation of these government agen- 
cies should be made permanent but 
should be considerably expanded, while 
some even go so far as to argue openly 
in favor of the socialization of our whole 
banking and credit system. 

“Against this ultra-modern philosophy 
of complete government control of credit 
the bankers will necessarily put up 
strong resistance because it strikes at 
the very foundation of their business. 
They have long since become accustomed 
to the concept that banking is a semi- 
public profession and have accepted 
without question numerous laws govern- 
ing its functions and supervising its 
conduct. They recognize the public’s 
right to such control as is necessary to 
safeguard the interest of depositors and 
exert reasonable control over the total 
volume of credit. But while they will un- 
doubtedly continue to cooperate whole- 
heartedly and cheerfully with the au- 
thorities in all these matters they are 
strongly opposed to any further en- 
croachment on their business by govern- 
ment agencies which if not checked will 
ultimately destroy the privately owned 
banking system.” 

Mr. Hecht, in discussing the Banking 
Act of 1935, stated: 

“News commentators have insisted on 
trying to determine who came out vic- 
torious in the battle over conflicting 
plans of economic and financial control 
preceding the passage of the Banking 
Act of 1935. My own opinion is that the 
final outcome was not a defeat or a vic- 
tory for anyone, but the real winner is 
the American people, because as a result 
of this long and useful discussion the 
Act as finally passed is a much sounder 
and more acceptable piece of legislation 
than seemed possible a few months ago. 
To say this takes no credit from the 
framers of the Act as originally drawn, 
nor does: it minimize the accomplish- 
ments of those who so valiantly fought 
for and brought about many much 
needed changes and improvements in the 
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“Thus it may be truthfully said that 
the passage of the Banking Act of 1935, 
while not creating an ideal banking sys- 
tem, is generally accepted as a forward 
step in constructive banking legislation 
and a decided improvement on the pres- 
ent status. * * * 

“The foundation has been laid for the 
creation of a real Supreme Court of 
Finance — powerful, independent, and 
charged with tremendous responsibili- 
ties. Will the President, with the advice 
and consent of the Senate, be able to find 
seven men wise and public spirited 
enough to exercise these great powers 
which the new law gives them, and lay 
down policies that will protect us in fu- 
ture from some of the grave mistakes 
that we made in the past? With the best 
of intentions it will prove, I fear, a most 
difficult task to get together such a group 
of able and experienced men who are 
willing to cut themselves loose from all 
their present activities and accept an 
appointment for a long period of years 
at a salary of $15,000 a year. 

“And may I say in this connection that 
it is most regrettable that Congress 
chose to eliminate from the original 
draft of the Bill the plan to provide 
suitable pensions for the members of the 
new Board?” 


New Banking Board in 
Pennsylvania 


The membership of the new State 
Banking Board of Pennsylvania was an- 
nounced by Governor Earle on August 
29th, and will be composed of eight 
banking officials under the chairmanship 
of Dr. Luther A. Harr, State Secretary 
of Banking. 

The character and qualifications of the 
board members chosen has brought most 
favorable comment. Members are the 
following: 

Two-year term — members-at-large: 
Asher Seip, president, Lafayette Trust 
Company, Easton, retiring last June as 
chairman of the Trust Section; and 
Samuel R. Rosenbaum, vice-president of 
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Bankers Bond and Mortgage Company, 
Philadelphia. 

Four-year term (from Groups One 
and Two, Pennsylvania Bankers Associa- 
tion, Philadelphia) : 

C. S. Newhall, president of the Penn- 
sylvania Company for Insurances on 
Lives and Granting Annuities and chair- 
man of Group One, Pennsylvania Bank- 
ers Association. 

George R. Howell, Reading, president 
of the Reading Trust Company. 

Six-year term (from Groups Seven 
and Eight) : 

A. C. Robinson, chairman of the 
board, Peoples-Pittsburgh Trust Com- 
pany. He was one of the originators of 
the Trust Section of the P. B. A. and 
served as its chairman, and A. E. Mac- 
Intosh, vice-president, Oil City Trust 
Company, and former chairman of 
Group Seven. 

Eight-year term (Groups Three, Four, 
Five and Six): 

George W. Reily, president of the Har- 
risburg National Bank and the Harris- 
burg Trust Company, director of the 
Philadelphia Federal Reserve Bank, past 
president of the Pennsylvania Bankers 
Association and chairman of its Com- 
mittee on Resolutions, and W. Walter 
Wilson, president of the First National 
Bank, Milton, past president of the 
Pennsylvania Bankers Association, chair- 
man of the Legislative Committee and 
former chairman of the National Bank 
Section of the American Bankers Asso- 
ciation. 

The new board is non-political, six 
members being selected from a list sub- 
mitted by the Pennsylvania Bankers 
Association are to serve for four to eight 
years, two members are the personal 
selection of the governor and are to 
serve for two years. 

The initial meeting of the board was 
held the second week of September, the 
first order of business concerning the 
application of four banks to establish 
branches under the provision of the 
Baine Branch Banking Act. A thorough 
investigation of. the applicant institu- 
tions will be made for further action. 

The board also considered the question 
of interest rates. 
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A Choice well made 


A Trust well kept 


More and more *Select Barre Granite is being recognized as the 
ideal material for any memorial. And well it may. Its beautiful 
texture, dignity and strength have brought comforting satisfac- 
tion to thousands of prominent families throughout the country. 


It is most appropriate for any type of memorial—from a single 
marker to sculptured monuments and mausoleums. Plain or 
sculptured, natural or polished finish, the flawless beauty of its 
texture and soft gray color is most impressive — and will en- 


dure for generations. 


SELECT BARRE GRANITE 


*The word SELECT identifies Barre 
Granite of the first quality, selected 
andsponsored by overone hundred 
leading manufacturers and quarried 
EXCLUSIVELY by J. K. Pirie Estate, 
E. L. Smith & Co., The Wells-Lam- 
son Quarry Co. and the Wetmore 
& Morse Granite Co. 


To Trust Officers — Feel free, and 
confident,to consult memorial deal- 


ers in your locality concerning any 
memorial problem you may have. 
They are leaders in their field — 
competent, understanding, helpful 
—and will be glad to explain fur- 
ther the advantages of Select Barre 
Granite. If you haven’t a copy of 
our new brochure—The Book of 
Memorials —send for it. You will 
find it very informative and help- 
ful. Gratis, of course. 


BARRE GRANITE ASSOCIATION, Inc. 


Dept. TC- — Barre, Vermont 


- Kindly sen *me your new illustrated ochre The Book of 
~ Memorials. 





Wills Recently Probated 


Dr. Barton C. Hirst 
Surgeon and Gynecologist 


The Girard Trust Company, Philadel- 
phia, is nominated executor under the 
will of the late Dr. Barton Cooke Hirst. 
Dr. Hirst retired as professor of obstet- 
rics at University of Pennsylvania Med- 
ical School in 1927 after thirty-eight 
years of continuous service. He contin- 
ued as professor of obstetrics and gyne- 
cology in the Post-graduate School of 
Medicine, and was the author of two 
books dealing with his chosen field. Dr. 
Hirst was a founder of the American 
College of Surgeons, a consultant and 
member of several foreign medical socie- 
ties, and a former president of the 
American Gynecological Society and 
American Obstetrical Society. In 1924 
he introduced by demonstration a new 
invention, the “radio knife,” by perform- 
ing before a group of physicians and 
medical students a major operation in 
which no drop of the patient’s blood was 
shed. 


Edwin M. Rine 
Railroad Executive 


The late Edwin M. Rine named the 
Montclair Trust Company, Montclair, N. 
J., as sole executor and trustee of his 
estate. Mr. Rine was formerly vice-presi- 
dent and general manager of the Lacka- 
wanna & Western Railroad, until his 
retirement in 1934; he was also a direc- 
tor of the Montclair Trust Company 
from 1922 to 1930. Several trusts were 
created by Mr. Rine in his will. With the 
exception of his widow, who receives the 
residuary estate in trust, a companion 
who had been in the home of the Rines 
for a number of years, received the 
largest bequest, a $100,000 trust fund. 


George H. Smith 
Canadian Mortgage Expert 


The Canada Permanent Trust Com- 
pany, Toronto, was named in the will of 
the late G. H. Smith as executor and 


trustee of his estate. Mr. Smith was 
first vice-president and general manager 
of the Canada Permanent Trust Com- 
pany and the Canada Permanent Mort- 
gage Corporation, a director of the 
Masonic Temple Corporation, Ltd., the 
Continental Life Insurance Company and 
a member of the Canadian advisory 
board, Sun Insurance Office, Ltd., of 
London, England. He was also a past 
president, Dominion Mortgage and In- 
vestment Association. 


Alexander Simpson Jr. 
Justice Pennsylvania Supreme Court 


Alexander Simpson Jr., late Justice of 
the Supreme Court of Pennsylvania, 
named the Girard Trust Company, Phila- 
delphia, as executor of his estate. Justice 
Simpson was also president of the Meth- 
odist Episcopal Hospital, ex-vice-presi- 
dent of Dickinson College, a member of 
the American Bar Association and of 
the Law Association of Philadelphia. 


Drake Estate Reverberations 


The will of Sir Francis Drake, written 
340 years ago, was brought into Federal 
Court today for the arraignment of 29 
men on a charge of defrauding gullible 
investors of $1,500,000. 

Photostatic copies of the faded docu- 
ment were obtained in England. The 
mythical estate of the British buccaneer 
has been used as bait by fast-talking 
confidence men for more than 200 years. 

The will is dated August, 1595. 


A. I. B. Graduates 2,500 


The American Institute of Banking, 
a division of the American Bankers As- 
sociation, held its annual commence- 
ment exercises on September 9, and pre- 
sented diplomas to about 2,500 students 
who had completed the courses in bank- 
ing. More than 200 chapters in towns 
and cities throughout the country held 
simultaneous exercises, linked together 
by a nation-wide radio hook-up. 
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The Will of America’s Best 
Beloved Citizen 


Twelve days before he took off on his 
fatal last journey a well beloved American 
citizen made his will. In doing so he made 
a decision which will cost his children over 
$500,000 in unnecessary taxes. We need not 
inquire into the reasons for his decision 
but it is instructive to point out its effect. 

He left his entire estate to his wife. His 
will created no trust. As a consequence his 
estate will be taxed not only at the present 
time but (if his wife survives him by five 
years) will be taxed a second time upon 
her death. This second tax, which will ex- 
ceed $500,000 if newspaper estimates of 
the size of his estate are correct, would not 
be incurred had he left his estate and his 
life insurance in trust for the benefit of 
his family. Had this been done his wife 
would receive the full use and benefit of his 
property and would be relieved of the risks 
and responsibilities of managing it. Out- 
right possession of the property which she 
will receive under his will can give her no 
greater actual benefits and will cost her 
children $500,000. 

His estate, including life insurance, ac- 
cording to newspaper estimates, exceeds 
$2,500,000. Since his death took place prior 
to the passage of the recently enacted 
“Share the Wealth” tax bill, his estate will 
escape the increased taxes provided under 
that act. Nevertheless estate and inherit- 
ance taxes will amount to $616,000. After 
the payment of administration expenses 
estimated at $100,000, approximately $1,- 
884,000 should be left for his wife. Upon 
her death (unless it occurs within the next 
five years) this same estate will be taxed 
a second time. Under the new tax law this 
second tax will amount to $503,000 and will 
be deducted from the shares left to his 
children. 

The will of this famous American con- 
stitutes a graphic illustration of the burden 
of double taxation imposed by existing law 
upon estates which are bequeathed outright 
rather than left in trust. 

The most economical way to transfer an 
estate by will is to leave it in trust. The 
safest way to transfer an estate is to leave 
it in trust and to name a strong and ex- 
perienced trust company as executor and 
trustee. This holds true whether the estate 
amounts to $50,000, or as it was in this 
case, to $2,500,000. 


Advertisement of St. Louis Union Trust Company, St. 
Louis, published September 5, 1935. 
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New Federal Taxes... 


Current changes require current informa- 
tion. For the latest developments and data 
in both Federal and State jurisdictions 
affecting gifts, inheritances, and estates 


you need— 


CCH 
Inheritance, Estate 
and Gift Tax Service 


It reports new laws, decisions, and changes 
in this increasingly important field as 
rapidly as they occur. Complete, authori- 
tative, loose-leaf—always up-to-date. 


Details Without Obligation 


LOOSE LEAF — DIVISION 


Computation of Trust Fund De- 
posits Under F. D. I. C. 


For computing the assessment base of 
a member bank of the Federal Deposit 
Insurance Corp., instructions have just 
been issued to the effect that “such totals 
shall include trust funds held in the trust 
department or on deposit in any other 
department of the bank or redeposited 
in other banks. 

“Trust funds held by an insured bank 
as trustee, executor or other similar 
fiduciary capacity, which are redeposited 
in another insured bank, may be taken 
as a deduction in Column D, provided 
these amounts have been included in 
total deposit liabilities in Column A. 
(See paragraph (9), subsection (h), 
Section 12B of the Federal Reserve Act, 
as amended.) 

“Deduction may not be made for re- 
deposited trust funds if it is the practice 
of the bank to intermingle with its trust 
funds any funds held other than in a 
fiduciary capacity.” 





Developing Trust New Business 


Conserving Estates Under New Tax Laws 


The new Revenue Act has been the 
subject of current trust advertisements 
of many trust institutions. Excerpts 
from the text of several follow, under 
their appropriate titles. 


Time for Action 

Individuals responsible for large estates 
seldom gain anything by delay in arranging 
for any of the numerous services which a 
trust company has to offer. 

Recent tax legislation is a case in point. 
A man who in 1934 intended to establish a 
Voluntary Trust, but failed to take the neces- 
sary steps, has already seen one substantial 
increase in the gift tax rate (effective Jan. 
1, 19385) and is now faced with a further in- 
crease under the pending Federal schedules. 

Whether it be the management of an en- 
tire estate, the custody of securities, the 
supervision of investments, or any other 
similar responsibility, it has been demon- 
strated times without number that delays are 
costly. 

If you have problems of this kind, we sug- 
gest that you and your attorney talk with 


our trust officers. 
Bank of New York & Trust Company, New York, 
m.. Ee 


The New Tax Law and Your Estate 
The new Federal Tax Law, which has just 
been enacted, has drastically increased estate 
and gift tax rates. The higher estate taxes 
became effective immediately upon passage 
of the Act. But the higher gift taxes do not 
become effective until January 1, 1936. 
Persons who are planning to dispose of 
part of their estates by making gifts in trust 
should do so before the higher gift taxes 
take effect on the first of next year. Gifts of 
this sort, by removing property from an es- 
tate, eliminate the future payment of es- 
tate taxes on such property. Gift taxes are 
incurred, but they are much lower than the 
estate taxes that would otherwise be paid. 
For instance, in the case of an estate of 
$1,000,000, a gift in trust of half the value 
of the estate may result in a tax saving of 
about $93,000, as compared with bequest of 
the entire estate by will. After January 1, 
1936, when the higher gift taxes become 
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effective, much of the present possible tax 
saving will disappear. 

The new Federal Tax Law raises many 
other questions to be considered by persons 
of property. In the case of estates be- 
queathed by will, greatly increased tax re- 
quirements may mean that the net amounts 
received by beneficiaries are insufficient to 
accomplish their intended purposes. We shall 
be glad to discuss this and other estate mat- 
ters with you or your attorney. 

We have available a leaflet entitled, “The 
New Tax Law and Your Estate,” containing 
a brief table of the tax payments now re- 


quired on gifts and estates of various sizes. 
Bank of New York & Trust Company, New York, 
N.Y. 


Until January 1st Gift Tax Rates Remain 
Unchanged 
Present creation of living trusts permits 
substantial savings. 


Gift tax tables on request. 
Chemical Bank & Trust Company, New York, 
ae ee 


Taxes and the Conservation of Wealth 

* * * The problem of conserving wealth, 
however, involves much more than taxes. The 
experience of the last few years shows that 
economic, technical and social changes may 
affect the value of estates fully as much as 
taxes. 

Our Trustee Management, while always 
giving consideration to the relationship of 
taxes to estates, trusts and investment funds, 
endeavors to adopt those investment policies 
which are best suited to conserve wealth un- 
der changing conditions. 

Our officers are always ready to discuss 
tax, investment and other estate problems 


with you and your attorney. 
Fiduciary Trust Company, New York, N. Y. 


What About Taxes? 


* * * In view of the present state of Fed- 
eral finances, it may be another generation 
before the trend is downward. “How may I 
be affected?” There’s no one answer. Seldom 
will two cases be identical. But the $1,000,- 
000 net estate of a local resident which we 
analyzed last week would be liable, under 
the originally proposed new law, for total 
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taxes of $424,500 as compared with $172,- 
000 under the present law. “What can I do 
about it?” Many men and women of means 
who heeded the danger signals before new 
tax laws were passed in 1926, 1932 and 1934 
are better off today than they otherwise 
would have been. In a number of cases, 
legitimate and worth-while savings can still 
be effected. Possibly in several ways, not 
forgetting certain advantages to Connecticut 
residents of having a Connecticut executor 
and trustee. But first one should get the 
facts, find out the true situation. Perhaps we 
can help you. We shall be glad to try without 
cost of obligation on your part. It will take 
a little time and effort, but it may be worth 
while.” 

What does this bank think about taxes? 
Well, we have just tried to tell you. We are 
philosophers rather than alarmists. We 
should like to see everyone, regardless of 
his means, get “tax conscious.” We think 
people who have not looked into the matter 
should do so. You ought to get the facts as 
to how you may be affected, decide what 
you want to do and act accordingly. We 
would caution as much against rash action 
as against delay. 

To men who look forward to many years 
of active business life we would emphasize 
this:—freedom of action should always be 
balanced against possible tax savings 
through irrevocable gifts. Take the matter 
of taxation seriously, yes—but not too seri- 
ously. Remember this old saying: “An old 


tax is a good tax; a new tax is a bad tax.” 
The Bridgeport-City Trust Company, Bridgeport, 
Conn. 


Taxes Affecting Estates Under the 
Act of 1935 


The Revenue Act of 1935 is now law. Aside 
from the amount of revenue which it will 
yield, its importance lies in the precedent 
which it establishes and the theory which it 
sets up. 

The new tax bill increases estate and gift 
tax rates. Higher estate taxes on estates of 
decedents dying after the enactment of the 
Act become effective at once. In the case of 
gifts, the schedule of rates and the new ex- 
emptions allowed apply only in computing 
the tax for the calendar year commencing 
January 1, 1936. 

As the increase in gift tax rates is sub- 
stantial, individuals should give careful con- 
sideration to the benefits accruing on gifts 
made, either directly or in trust, prior to 
January 1, 1936. By taking advantage of the 
present gift tax rate, worth-while savings 
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may be effected in arranging for the disposal 
of part of one’s estate. 

The entire scope of the new tax bill is a 
matter of vital interest to those planning the 
careful and economical distribution of their 
estates. Our Trust Department officers will 
be glad to discuss this and other matters of 
estate importance with you or your at- 


torney. 
Fidelity Union Trust Company, Newark, N. J. 


A Child’s Heritage 


The United States National Bank, of 
Portland, Oregon, is issuing a series of 
four-page folders. One of the most re- 
cently issued is entitled “Fishing Days 
Assured.” Under this title on the illus- 
trated first page appears these words: 


“The right of every boy—and girl— 
to a carefree, healthful childhood can 
only be fully assured by action of par- 
ents now.” 


The two inside pages, headed “Safe- 
guarding Their Heritage,” read as fol- 
lows: 

Granted the continuing love and devo- 
tion of parents, most American young- 
sters succeed to the heritage of child- 
hood—a happy balance between play and 
work, a sound education, and a fair start 
in life. 

But is it wise, or even fair to children, 
to leave everything to chance? 

Thoughtful men of family will safe- 
guard the future as well as the present. 

Most important of the protective meas- 
ures that parents can provide today are: 

1. A competent, financially responsi- 
ble Executor and Trustee under a 
will. 

2. An Educational Trust. 

38. Guardianship, to meet the contin- 
gency of both parents passing 
from the scene before plans for 
children are matured. 

May we respectfully invite your at- 
tention to the fact that The United 
States National Bank serves in these 
capacities and brings to its task certain 
very definite advantages for the protec- 
tion of your heirs and the beneficiaries 
of trusts. 
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First, an established, strong financial 
institution like this bank, enjoys finan- 
cial stability, whereas the responsibility 
of an individual may be adequate today 
and entirely lacking tomorrow. Second, 
when the bank serves as your Executor 
or Trustee, or both, your heirs benefit 
from the services of a group of seasoned 
business executives whose collective ex- 
perience and judgment must of necessity 
be greater than any individual can hope 
to possess. Third, an institution has 
permanency, while, of course, there can 
be no guarantee that an individual will 
survive to discharge his trust. Give your 
children this modern, safe protection. 
We will gladly discuss a plan or trust to 
meet your own needs. 

The back page lists the name and ad- 
dress of the bank and its branches. 


Oldest Original Probate Docu- 
ment Reproduced in Connecticut 


The oldest known probate document 
from Fairfield County, Conn., dating 


back to 1648, is reproduced in facsimile 


as another of a series of historical 
brochures issued by the trust depart- 
ment of The Bridgeport-City Trust Com- 
pany as a contribution to the Tercenten- 
ary of Connecticut. This is the inven- 
tory of the estate of Thomas Curtiss of 
Stratford, written in September, 1648. 
only nine years after Fairfield County 
was settled. 

Discovered in the archives of the Con- 
necticut State Library at Hartford, the 
original document, faded and worn by 
nearly three centuries of handling, is 
still sufficiently legible to show that 
Thomas Curtiss was a man of some 
means. His estate was valued by the ap- 
praisers at 189 pounds, 16 shillings, 10 
pence, which meant he was a wealthy 
man for those days. 

Among the “items” listed in the in- 
ventory that can readily be deciphered 
are “aparrell in linins and woolins,” bed 
and bedding, butter and cheese, a spin- 
ning wheel and web; a lamp, “items” in 
hay, Indian corn, wheat and pumpkins, 
farm implements, etc. 
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The oath taken by the widow as to 
the correctness of the inventory was wit- 
nessed on June 18, 1652, by Thomas 
Welles and Roger Ludlow, the latter be- 
ing Fairfield County’s Founder and the 
leading lay figure in the first days of the 
Connecticut colony. The lapse of time 
between the writing of the inventory and 
its filing is accounted for by the youth 
of the colony and the unsettled condi- 
tions that prevailed. Moreover, it was 
not until 150 years later that the first 
bank in Connecticut was founded, and 
nearly another century passed before the 
first trust company was organized. 

In seeking the oldest original probate 
document from Fairfield County, the 
Bridgeport-City Trust Company found 
that the oldest known will of record 
from the county was that of Thomas 
Wheeler, dated August 23, 1654. The 
original document is missing, probably 
because the Fairfield Town Hall with 
many of its records was burned by the 
British during the Revolutionary War. 
A copy of the first will, however, is con- 
tained in the first book of records of the 
Town of Fairfield. 

This puts Thomas Curtiss’s inventory 
well to the fore among the probate docu- 
ments which the founders of Fairfield 
County took such prompt steps to record, 
and shows that, from the beginnings of 
the county, property rights were highly 
regarded both by individuals and by the 
colonial government. 


The Bank Management Commission of 
the American Bankers Association has pre- 
pared a booklet entitled “Educational Poli- 
cies in the Training of Bank Employees.” 


New life insurance production for Aug- 
ust was 7.0 per cent less than for August 
of 1934. For the first eight months of this 
year, the cumulative total was 3.2 per cent 
greater than the amount for the corre- 
sponding period of last year, according to 
a report by the Association of Life Insur- 
ance Presidents. The report summarized the 
new business records exclusive of revivals, 
increases and dividend additions—of 42 
companies having 83 per cent of the total 
life insurance outstanding in all United 
States legal reserve companies. 





Court Decisions 


Principal and Income — Apportion- 
ment of Ordinary Dividends—Du- 
ties of Corporate Trustees and 
Corporations. 


Pennsylvania—Supreme Court 


Opperman’s Estate—179 Atl. 729, Pa. 
June 29, 1935. 


A. C. Opperman, the testator, died Feb- 
ruary 12, 1930, owning 6,000 shares out of 
15,000 of the capital stock of the William 
Schuette Co. By his will he gave to his 
widow, Clara A. Opperman, one of the ap- 
pellants, three-tenths of his residuary es- 
tate absolutely. He gave another three- 
tenths thereof to the Union Trust Company 
of Pittsburgh, trustee, charged with the 
duty of paying “the income arising there- 
from in quarterly instalments to my wife, 
Clara A. Opperman, for and during the 
term of her natural life,” his wife to “have 
the right and power to devise and bequeath 
the principal of said trust fund and any 
additions thereto, in such manner as she 
may deem proper, it being my hope, how- 
ever, that she will devise and bequeath said 
trust fund to my daughter, Marie Florence 
Opperman, in trust, and under substantially 
the same terms as the trust fund created 
by this paragraph.” To his daughter, Marie 
Florence Opperman, he gave two-tenths of 
his residuary estate absolutely, and to the 
same trust company another two-tenths 
thereof, charged with a like duty to pay 
“the income arising therefrom in quarterly 
instalments to my daughter Marie Florence 
Opperman, for and during the term of her 
natural life,” his daughter “to have the 
right and power to devise and bequeath the 
principal of said trust fund and any addi- 
tions thereto in such manner as she may 
deem proper.” No gift over is specified, in 
case the widow or daughter should fail to 
appoint the remainder estates. 

Much the larger part of testator’s estate, 
at the time of his death consisted of his 
above mentioned capital stock in the Wil- 
liam Schuette Company, the value of which, 
because of accumulated surplus, was in ex- 
cess of the par value of the shares. The 
stock, at its enhanced value by reason of 
the accumulated surplus, passed to the 
executors upon probate, but in trust for 
those entitled thereto at the time of and 
as of the date of his death. 


Decided 


The Supreme Court of Pennsylvania in 
1932 in an endeavor to formulate a com- 
prehensive statement of the rule as to the 
disposition of ordinary dividends under the 
law in force in that jurisdiction since 
Earp’s Appeal, 28 Pa. 368, laid down the 
rule in Waterhouse’s Estate, 308 Pa. 422, 
that: 


“Ordinary cash or scrip dividends coming to it 
[the estate] belong to life tenants regardless of 
how soon after testator’s death they are declared 
by the company whose stock is held in the corpus. 
They are not in the absence of unusual circum- 
stances, apportionable between life tenants and 
remaindermen.” 


In apparent disregard of this rule, the 
court below (Orphans’ Court of Allegheny 
County) held that if an ordinary dividend 
reduced the “intact value” of the corpus, it 
was such an “unusual circumstance” as 
called for apportionment of that dividend. 

In reversing the court below the Supreme 
Court of Pennsylvania in an opinion by Mr. 
Justice Kephart (Mr. Justice Simpson dis- 
senting) held: 


“In determining the relative rights of life ten- 
ants and remaindermen we will, wherever possible, 
protect with jealous care the interests of the 
widow and children who are usually made the 
primary objects of testator’s bounty. No sharp 
lines should be drawn in protecting those inter- 
ests, though the testator may, by his will, put it 
out of the power of courts to promote this just 
end. But such interdiction must come from and be 
expressed in clear, positive language.” * * * 

“The rule as announced by the court below 
would impose an undue burden on fiduciaries. The 
testator has given to the life tenant all the ‘in- 
come’ from the trust estate. Income includes 
ordinary dividends and dividends are usually the 
product of earnings in some form. But, the court 
below said: ‘All dividends have not been declared 
out of earnings’ and ‘. . . if the trustee could 
permit this decrease in capital assets [by paying 
out of surplus earned or capital contributed prior 
to testator’s death] it would be only a short time 
until they would all be consumed and paid out to 
the life tenants with nothing left for the remain- 
dermen. This is not what Mr. Opperman intended 
by his will. He said that the income should be 
paid to his wife and children and this limitation 
precludes the possibility of paying out any por- 
tion of the capital. By failing properly to appraise 
the relative rights of the contending parties with 
the intent and purpose of the testator super- 
imposed thereon, the court below strikes at the 
heart of the trust and destroys the protection 
intended for the wife and children. 

“The ‘unusual circumstance’ was created by the 
court below in deciding that, in the administration 
of the trust, the fiduciary must, under all condi- 
tions, preserve ‘intact value’ in an inviolate posi- 
tion even to the absorption of ordinary dividends ; 
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by so holding it neglected to consider that when 
that ‘conclusion’ or requirement collided with 
testator’s intent that he wanted this income, with- 
out suggestion as to whence it came so long as it 
was dividend income, to go to his wife and chil- 
dren, the former must give way to the latter. 
The rule applicable to extraordinary dividends 
eannot be applied to ordinary dividends, nor may 
an ‘unusual circumstance’ requiring apportion- 
ment be predicated on the relation between the 
value of testator’s holdings of a particular stock 
and the value of his whole estate. An unusual 
circumstance is not one set up by the fiduciary 
or the court, but comes from some administrative 
or corporate act within the corporation or some 
break down within the corporate structure, as will 
be discussed later. 


“From the record we find that dividends were 
declared and paid from a surplus brought about 
by a reduction in capital stock. The distribution 
of this fund to shareholders by dividend was a 
return of contributed capital by corporate action. 
It was an unusual circumstance, and having been 
paid as a dividend its allocation to corpus was 
beyond question. Second, dividends were paid 
partly from this capital created surplus coming 
from the reduction of capital as above, and partly 
from earnings; all of that dividend attributable 
to a reduction of capital goes to corpus, and, of 
course, that paid from earnings goes to the life 
tenants. Third, there is no dispute that dividends 
declared from earnings of the corporation since 
testator’s death go to the life tenants. 


“Fourth, dividends were declared and paid part- 
ly out of corporate earnings accumulated before 
testator’s death, and partly out of earnings since 
that date; the court below apportioned so much 
of those dividends as was attributable to cor- 
porate earnings before testator’s death to corpus. 
The court was in error in so doing; as stated, 
there were no ‘unusual circumstances’ calling for 
the apportionment of these dividends. Testator 
directed the income from the trust go to the life 
tenants, his wife and children. They were the 
chief objects of his bounty. The income from the 
stock in the trust related to the income the tes- 
tator generally received from it. He drew no 
sharp line as to whether that income came from 
earnings or a surplus created before or after his 
death. The surplus from which this dividend was 
paid represented earnings. In considering ‘intact 
value’ and testator’s dominant purpose, that his 
widow and children should receive this income, 
it is immaterial whether the earnings from which 
it came were made before or after testator’s death 
if they were paid out in dividends regularly de- 
clared at uniform intervals and rates heretofore or 
customarily used. [Otherwise this widow and her 
children would be deprived of the sustenance of 
life if this was all her estate.] Such ‘income’ is 
very much like interest on a bond and testator did 
not intend that the principal and primary objects 
of his bounty should be deprived of it merely be- 
cause it was not currently earned but paid out of 
a reserve of earnings. Corporations do not make a 
practice of distributing all current earnings as 
dividends; surpluses are built therefrom to be 
drawn on in years of corporate famine when 
current earnings are not sufficient to meet divi- 
dend requirements. As stated by Mr. Justice 
Simpson in McKeown’s Estate, 263 Pa. 78, the 
law recognizes that those matters balance them- 
selves in the long run, and so in ordinary divi- 
dend cases adopts the act of the corporation in 
declaring the dividend as the only practical test. 
We have, in all our cases, held that such divi- 
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dends must go to the life tenant. Income in a 
trust such as this must receive an assured scope 
and meaning. Persons who write wills must know 
whereof they speak. Courts must not whittle the 
definition and restrict income until the life tenants 
are pauperized. It has not nor can it be sub- 
jected to the test announced by the court below.” 


Earned Surplus and Contributed Capital: 


“Contributed capital is neither earnings nor in- 
crement, nor may it be included in ‘income’ when 
that term is used in a will, and if paid by way of 
dividends, current or otherwise, it belongs to 
corpus; if the ordinary dividend as above de- 
scribed is made up of earned surplus no matter 
what its ramifications may be, it follows the rule 
announced in Waterhouse’s Estate, supra, and 
goes to life tenants. 

“The act of the corporate directors in reducing 
the number of shares of stock so as to produce a 
surplus would be an administrative act of the 
corporation and is an unusual circumstance when 
related to dividends. The fund produced from such 
procedure remains contributed capital and not 
earnings. Earned surplus of course stands on a 
different basis, it is the product of earnings, the 
fruits of contributed capital.” 


With the permission of the court, certain 
of the largest trust companies of the City 
of Philadelphia were given leave to inter- 
vene on the appeal and filed a brief not 
only on the merits of the particular case in 
hand, but also raising generally the ques- 
tion as to the tremendous volume of work 
that would be imposed on corporate trustees 
if it became necessary to assume the duty 
of apportioning the many ordinary divi- 
dends received from time to time in con- 
nection with their administration of trust 
estates, arguing that “A trustee cannot be 
expected to assume the responsibility for 
making such complicated apportionments in 
respect to ordinary dividends,” and “that 
an extension of the rule of apportionment 
to regular cash dividends, when paid in 
whole or in part from surplus existing at 
the time of testator’s death, would be most 
unsatisfactory and impracticable.” As to 
this the court said: 


“But it is urged that corporate trustees should 
be freed from responsibility in respect to divi- 
dends of whatever nature unless the remaindermen 
give notice that the dividend is an unusual one 
or unless the dividend payment has written on its 
face the fact. It is urged that as these corporate 
trustees do an unusually large business it in effect 
should not be required to be careful. These trust 
companies as fiduciaries cannot expect the court 
to act as their guardian or supervising trustee to 
protect or advise them what should be done under 
circumstances such as discussed. 

“Their powers as fiduciary, for which they are 
compensated, contemplate duties that must be 
performed. They must assume a fair part of the 
responsibilities incident thereto and not place all 
responsibility on the life tenants or the remain- 
dermen. They will not be permitted to rest con- 
tent in the assurance that they have employed, 
to function as trust officer, some person who 
makes a mistake. 
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“It is well known that when the contributed 
capital structure is either increased or diminished, 
the holders of the stock, these fiduciaries, receive 
notice of such reduction or increase. These trust 
officers cannot summarily throw aside the notice 
and then assert they had no knowledge of the 
transaction. The large business entrusted to their 
keeping as fiduciaries requires of them utmost 
care. On the other hand, a corporation paying 
dividends will not be permitted to disguise its 
activities so that the parties who receive them are 
in ignorance from where they come. Ordinarily 
in distributions of contributed capital as dividends, 
the title holder knows of the corporation’s ac- 
tivities, and when it receives a dividend the pay- 
ing corporation should in some way notify it that 
it is from contributed capital, but, if it does not 
and the holder has received the notice which all 
stockholders receive, it will be affected with that 
notice in allotting the dividend. This duty is owed 
to the public at large as customers.” 


And concluded with this general summary 
of the law: 


“What we hold is: that where an ordinary divi- 
dend is received but which expresses on its face 
that it is from contributed capital, or which from 
prior notice received from the company, the fidu- 
ciary should know is from contributed capital, the 
fiduciary will be held to accountability for the dis- 
position of that dividend to corpus. We repeat the 
rule stated in Waterhouse’s Estate, supra, that 
ordinary cash or scrip dividends belong to life 
tenants regardless of how soon after testator’s 
death they are declared by the company whose 
stock is held in the corpus. They are not, in the 
absence of unusual circumstances, apportionable 
between life tenants and remaindermen, where 
dividends are regularly declared, at uniform inter- 
vals and rates they belong to the life tenant unless 
the fiduciary is notified in some way that the 
dividends are from contributed capital. Earnings 
from which dividends may be paid include those 
in ‘surplus,’ they comprehend earnings whether 
current or past whether in a surplus account or 
not where the dividends are uniform and regu- 
larly declared and at the usual or customary rate. 
Dividends from earnings since testator’s death go 
to life tenants without regard to amount or regu- 
larity or declaration.” 


The court also held that Section 22 of 
the Fiduciaries Act of 1917, P. L. 447, had 
no application to the case in hand and fol- 
lowed with approval the ruling of that emi- 
nent jurist, John Marshall Gest of the Or- 
phans’ Court of Philadelphia County in 
Thompson’s Estate (6 D & C 503), “where 
he held that this Act only provided for the 
apportionment of regular dividends be- 
tween successive life tenants on a per diem 
basis as bond interest is apportioned.” 

(Reported by Mr. R. M. Remick of Saul, 
Ewing, Remick and Saul, Esqs., Philadel- 
phia, expressly for TRusT Companies Maga- 
zine). 
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Principal and Income — Allocation 
Between Life Tenant and Remain- 
derman of Stock Dividends, Profit 
from Sale of Stock— Rights to 
Subscribe and Liquidating Profit 

Indiana—Supreme Court 

Powell et al v. Madison Safe Deposit & Trust 

Company et al, No. 26425; 196 N. E. 324. Decided 

June 14, 1935. 

The Madison Safe Deposit & Trust Com- 
pany was trustee under an instrument 
which gave the trustee absolute power to 
sell, transfer and assign any real or per- 
sonal property of the trust estate, and 
which directed that the proceeds of such 
sales should fall into and become part of 
the trust estate, and also directed that the 
income from the trust estate after the 
payment of taxes, expenses and charges 
should be divided between the beneficiaries 
for life of the trust. The principal was 
directed to be held for the benefit of cer- 
tain remainderman. At the time of the 
creation of the trust, part of the trust 
estate consisted of (a) twenty shares of 
the common stock of a corporation, (b) 
stock of a life insurance company appraised 
at $15,180, (c) stock in another corpora- 
tion appraised at $800, and (d) stock in a 
bank appraised at $800 per share. There- 
after the trustee (a) received a 100% 
stock dividend on the twenty shares of com- 
mon stock, (b) the insurance company was 
liquidated and the trustee received $18,- 
773.22 liquidating dividend, (c) the stock 
inventoried at $800 was sold for $1,000, and 
(d) the trustee sold rights to subscribe to 
additional stock in the bank for the sum 
of $300 per right, and thereupon the orig- 
inal bank stock depreciated in value from 
$800 to $500 per share. 

The stock dividends and liquidating divi- 
dends and profits from the sale of stock 
and rights to subscribe to stock were all 
allocated by the trustee to the principal of 
the trust estate. The beneficiaries for life 
brought suit against the trustee in the 
Decatur Circuit Court seeking an interpre- 
tation of the trust instrument which would 
require the trustee to deliver to the bene- 
ficiaries for life as income (a) the stock 
dividends (b) the amount received as 
liquidating dividends on the stock in the 
insurance company in excess of the ap- 
praised value of the stock at the time of 
the creation of the trust, (c) the profit of 
$200 resulting from the sale of the stock 
originally worth $800 and (d) the pro- 
ceeds of the sale of stock rights in the 
bank. The trial court gave judgment for the 
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trustee, which judgment, upon appeal to the 
Supreme Court of Indiana, was affirmed 
without dissent. 

The Supreme Court in an opinion by 
Judge Fansler held that the express lan- 
guage of the trust instrument required that 
the profit of $200 from the sale of the 
stock must fall into the corpus of the trust, 
and that the same rule must apply to the 
dividends received from the liquidation of 
the insurance company, since such liqui- 
dating dividends are not paid on account of 
earnings or profits, but as a return of cap- 
ital invested. 

The court after stating that the trust 
instrument contained no expression as to 
the disposition of stock dividends and the 
proceeds from the sale of rights to sub- 
scribe for stock, and that these questions 
had never been passed upon in Indiana, 
adopted the Massachusetts rule that a stock 
dividend must be allocated to the corpus 
of the trust. The court approved the theory 
of the case of D’Ooge v. Leeds (1900) 176 
Mass. 558, 57 N. E. 1025, which is that a 
stock dividend is not income for the reason 
that the dividend represents capital which 
remains property of the corporation and 
is not a distribution of earnings. An addi- 
tional reason for adopting this rule is 
stated by the court at page 331 of the N. 
E. Reporter in the following language: 

“The intention of the testator or settlor of the 
trust is controlling. Ordinarily, the owner of stock 
in a corporation treats stock dividends as repre- 
senting increases in value of his capital holding 
rather than current income. It is as though real 
estate in which capital is invested increases in 
value. In estimating his wealth, the owner in- 
creases the value of his capital holding, but does 
not treat the enhanced value as income. Increased 
income may be expected by way of larger rentals 
because of increased value, and so, where there are 
stock dividends, they are ordinarily treated as in- 
dicating an increased value in the investment. In- 

creased income would result from the cash divi- 

dends upon the new stock in addition to those re- 

ceived upon the old. Since the average owner 
would so treat the transaction, we must presume 
that he intends that the trustee of the trust which 
he has established shall so treat it. The owner of 
corporate stock relies upon the officers of the cor- 
poration acting in good faith to determine whether 
the surplus assets of the corporation shall be dis- 
tributed as income to the stockholders or retained 
as necessary capital by the corporation, and, where 

a testator or settlor of a trust has not expressed 

himself upon the subject, we must assume that he 

intends his trustee to do as he would have done. 

This is the Massachusetts rule, which we feel to be 

sound in principle, and which has the advantage of 

simplicity in operation. We therefore adopt it.” 


The court also held that the proceeds 
from the sale of the rights to subscribe for 
stock in the bank were but a return of part 
of the value of the investment and, there- 
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fore, must be allocated to the corpus of the 
trust, and at page 331 of the N. E. Re- 
porter announced its reasons for the latter 
result in the following words: 

“When the right to purchase: new shares to be 
issued by a corporation acquires a market value, it 
is because the new shares, when issued, will have 
a value in excess of the price at which they may 
be acquired, and correspondingly, the old shares 
will have a less value than they had before the new 
shares were issued. The value of the rights is 
measured by the decrease which will result in the 
value of the old shares which will correspond with 
the amount by which the value of the new shares 
will exceed their purchase price. This is the situa- 
tion in the case at bar. The amount received upon 
the sale of stock rights corresponds with, and com- 
pensates for, the reduction in the value of the 
shares already held, and hence cannot, as we see 
it, logically be said to be income or earnings. It 
is but a return of part of the value of the invest- 
ment. The same result would be reached, if there 
were no new stock and no stock rights to be sold 
by a sale of a portion of the original stock. There- 
fore the same reasoning applies as in the case of 
stock dividends. The average stockholder, we 
assume, considers the proceeds of the sale of stock 
rights as a return of part of his capital invest- 
ment to be reinvested, and we must assume that 
he intends his trustee to so consider it.” 

(Reported by Leo M. Gardner and 

William H. Krieg of Jones, Hammond, 
Buschmann & Gardner, Indianapolis, 
Indiana, attorneys for the Indiana 


Bankers Association.) 


Kentucky Bankers Association 

John M. Yost, cashier and trust officer 
of the First National Bank at Pikeville, 
Kentucky, has been elected president of 
the Kentucky Bankers Association. He 
succeeds A. H. Eckles, president of the 
Planters Bank and Trust Company, Hop- 
kinsville. 

In Mr. Eckles’ address as retiring 
president he advocated the removal of 
banking from political influences by the 
creation of a new banking board to re- 
place the present board. The plan incor- 
porated the formation of a State Bank- 
ing Board of five members, three 
appointed by the governor from a list of 
seven bankers with at least ten years’ 
experience as executive officers of some 
state bank. The other two could be 
named by the governor at his own dis- 
cretion. The Banking Commissioner 
would be appointed by the board and he 
would in turn recommend a deputy. 

There would also be a law enacted to 
prohibit banks from pledging assets to 
procure public deposits. 
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